OCTOBER 2003
Gulf of Alaska Rationalization
Alternative Descriptions and Discussion Paper

AtitsJune 2003 meeting, the Council refined the alternativesthat are under consideration for rationalization
of the Gulf of Alaska groundfish fisheries. The complexity of the alternatives, together with the number of
remaining optionswithin each alternative pose asubstantial analytical challenge. This paper first introduces
aproposed approach to meet that challenge, then goes on to take the first step in that process.

A proposed approach to the analysis

The simple table showing the alternative structures adopted by the Council at its June 2003 meeting leaves
several aspects of the alternatives uncertain. For example, several options for cooperative formation
reguirements and penalties for movement from a cooperative are contained in the options. To adequately
analyze an aternative most el ements must be specified (such as the applicable formation requirements and
penaltiesfor cooperatives). An adequate analysis must make clear theimplications of each option available
to the Council, including the interaction of that option with any other option that the Council might choose.
If an alternative has too many options, the implications of the interactions of different decisions cannot be
fully explained or understood by the decision maker. Not all options must be decided for the EIS analysis
to becompleted, asstaff can analyzethealternativeswith multiple options. At the extreme, however, leaving
several options in each aternative would create an insurmountable analytical task. In this case, the
complexity of the alternatives limits the ability of staff to provide an adequate analysis due to the many
outstanding options. In addition, the Council’ sintention to be permitted to select different alternatives for
different sectors complicates the analysis. An analysis that is sufficient for the Council to select different
aternatives for different sectors must clearly describe the implications of those choices. For example, the
analysis might need to examine the implications of one sector being governed by a mandatory cooperative
and another being governed by a voluntary cooperative program. If these different sectors are permitted to
trade shareswith one another, the analysis must examine the consequences of thosetradesaswell. Intheend,
the ability of the analysts to accommodate these complexities along with the added complexity of options
within an alternativeislimited by the need to provide the Council with adocument that clearly explainsthe
conseguences of these interacting choices.

To address this problem, staff could provide analyses of selected options which the Council may use to
further refine the alternatives by selecting options. Doing so, the Council could develop aset of specifically
defined aternatives, each with afew open optionsfor analysisinthe EIS, fromwhich apreferred alternative
could be selected. Using this approach, the analytical process would become tiered. In the first tier, many
optionswould be analyzed in amanner that the Council can understand the implications of including those
options in an alternative. In the second tier, aternatives (each with afew options) would be analyzed in a
manner that providesthe Council with an understanding of theimplications of the choice among alternatives
and the remaining options. Regardless of the approach taken by staff, retaining multiple optionsfor analysis
within an alternative will protract the timefor analysis. If asubstantial number of options are retained after
this meeting, the analysisislikely to be streamlined by the staff providing preliminary analysesthat can be
used by the Council to reduce the options prior to providing an analysis of aternatives, asrequired for the
EIS. Staff, however, will be unableto complete much of the analysisrequired in the EIS prior to the Council
narrowing the options. The tiered approach to the analysis suggested here has the potential to provide the
Council with a sound understanding of the consequences of its decisions in a manner that meets the
regulatory analytical regquirements.
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Preliminary analysis

The description of alternatives and the preliminary analysis that follows is intended to help the Council
reduce the number of options in each alternative. Through this process of refining the alternatives, it is
possible that the EIS analysis could be streamlined.

The Council has adopted two documents that define its alternatives; asimplified table that summarizesthe
general structure of the alternatives and a listing of el ements and options from which the alternatives will
be specifically defined. It istheintegration of the two documentsthat will definethe alternatives. This paper
presents the staff's understanding of the alternatives and the elements and options that compose those
alternatives, to the extent the alternatives have been defined. In addition, the document provides a
preliminary analysis of several of the elements and optionsin the Council’ s June 2003 motion.

This paper and its attachments can be used by the Council for three primary purposes. First, the document
can be used by the Council to advise staff of whether its understanding of the alternativesis correct. Correct
understanding of the alternativesiscritical to an analysis of the alternatives. A second way the Council can
use this paper is to further refine the alternatives. The description of the alternatives, together with the
preliminary analysis of elements and options, can be used to define alternatives for analysisin the EIS. A
third use of thisdocument isfor the Council to assessthe range of existing alternativesfor EISanalysis. The
EIS must analyze a reasonable range of alternatives that meet Council’ s purpose and need statement. The
description of alternatives and theinteractions of the elements and optionsin those alternatives may be used
by the Council to confirm that the alternatives cover areasonable range.

The following section of this paper first briefly describes each alternative. The elements and options
applicable to each alternative are identified. Since the alternatives differ across sectors, the paper presents
abrief comparison of thealternativesby sector to aid the Council in understanding the breadth of alternatives
identified for each sector. The specific elements and options that define the differences in the aternatives
with respect to each sector are also listed in this section for clarity.

The second part of this section provides preliminary analysis of some of the elements and options under
consideration. Thisanalysis servestwo purposes. First, the discussion should provide the Council with staff
‘s understanding of the elements and options, to ensure the staff and Council interpretations of provisions
areconsistent. Second, the discussion may be sufficient for the Council to make adecisionsconcerning some
of the options. Decisions at this stage on several elements and options could considerably reduce the time
necessary to complete the analysis.

Asthe Council refines its alternatives, perhaps the most difficult hurdle will be for the Council to clearly
communicateto the public and staff its alternatives (i.e., exactly how do the elements and options comprise
an alternative). Some elements may apply to one alternative and not another. The problem is compounded
because elements may apply to only one sector in an aternative but not to other sectors. For example, fixed
gear catcher vessels may be subject to different processor landing requirements than trawl catcher vessels,
so aprovision that pertainsto landing requirements needs further explanation. Clarity and understanding of
the alternativesis complicated since both rationalization alternatives are constructed from asingle listing of
elements and options. To clarify itsintentions, the Council might consider providing a set of elements and
options for each of the rationalization aternatives under consideration. To assist the Council, staff has
included separate lists of elements and options for aternatives 2 and 3 (see Attachments A2 and A3).
Strikeouts are used to show provisions that staff believes do not apply under an aternative and some
clarificationsand limitationsare suggested in bol ded text. In addition, theelementsand optionsareannotated
in italicized, bolded text to explain staff’s current understanding of the alternatives and suggest possible
clarifications.
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Description of the alter natives

Alternative 1

Under thisalternative al sectorswould subject to the current management. For most fisheriesthiswould be
continued management under the License Limitation Program (the LLP). Entry to the jig fishery would
continueto be permitted for vessels under 60 feet without an LLP licences. V essels under 26 feet would not
require an LLP. Vessels fishing in the State parallel fishery would not be subject to LLP restrictions.
Bycatch of participants in the halibut and sablefish IFQ program would continue under the current
management.

Alternative 2

Under this alternative different sectors would be subject to different management. Most participantswould
be subject to a mandatory cooperative program, under which participants would be required to join a
cooperative to receive an exclusive (or protected) annual harvest share allocation. Initial share allocations
would be based on historic participation. Separate sectors of catcher/processors, trawl catcher vessels, and
high producing fixed gear catcher vessels' would all be subject to the mandatory cooperative program.
Participantsin these sectorsthat el ected not to join cooperativeswould be permitted to competefor harvests
with other non-members of cooperativesfrom their sector in alimited open access fishery comprised of the
alocationsof all non-members of cooperativesfromthe sector. The allocation of bycatch to the open access
fishery would be reduced to encourage cooperative membership and to protect stocksfrom overharvest. The
Council could require that each trawl catcher vessel cooperative deliver a specified percentage of its
landings to either a closed class of processors or to the processor with which the cooperative associates.
Cooperativeeligibility and processor associations would be based on historic landings of the harvester. The
fixed gear participantswould be separated into two sectors—*high producing” fixed gear participants, those
license holders that receive alocations above a specified percentile, and “low producing” fixed gear
participants, whose harvest share alocations are below the specified percentile. High producing fixed gear
catcher vessel cooperatives would be required to deliver aspecified percentage of their harveststo a closed
class of processors. Low producing fixed gear participants would not be subject to the mandatory
cooperative structure, but would beissued |FQs and would be permitted to form voluntary cooperatives. The
low producing fixed gear sector would not be subject to any processor |anding requirements.

Attachment 2A isarevision of the Council motion from the June 2003 meeting that defines alternative 2.
Alternative 3

Under alternative 3, al participantswould be managed under amandatory cooperative program, under which
participants would be required to join a cooperatives to receive an exclusive (or protected) annual harvest
share allocation. The fishery would be divided into six sectors, catcher/processor trawl, catcher/processor
longline, catcher/processor pot, catcher vessel trawl, catcher vessel longline, and catcher vessel pot.
Participants in each sector would be initially allocated shares based on historic participation. As under
alternative 2, participants that elected not to join cooperatives would be permitted to compete for harvests
with other non-members of their sector in alimited open access fishery comprised of the allocations of all

! In assessing the options, it isimportant to bear in mind that the program would be share-based not vessel-
based. Harvest shares would categorized by the vessel type that created that history. The categorization of the shares
could limit the vessel type on which the shares could be used. Cooperative membership also could be limited to holders
of athe same category of shares. So, inthe discussion that follows, areferenceto a cooperative of acertain vessel type
should be interpreted as a cooperative made up of holders of shares with that vessel designation.

S\MJIANE\GOA _Rationalization\copy4OctO3\GOA Alternatives Oct03 0918.wpd 3



sector participants in the open access fishery. Bycatch allocations to the open access fishery would be
reduced to increase the incentive for cooperative membership. Alternatively, the Council could choose to
prohibit participants from fishing outside of cooperatives, making cooperative membership a prerequisite
for participating in the fisheries. Catcher vessel cooperatives would be required to deliver a specified
percentage of landings to the processor with which the cooperative associates. Cooperative igibility and
processor associ ationswould bebased on historiclandingsof the harvester. M ovement between cooperatives
would be permitted subject to either a temporary share reduction or a year in the open access fishery to
protect the interests of the cooperative and associated processor.

Attachment A3 isarevision of the Council motion from the June 2003 meeting that defines alternative 3.

I nteraction with the halibut and sablefish |FQ program

Theallocation of target and bycatch groundfish speciesin the Gulf of Alaskanot only affectsthe groundfish
fisheries, but also will have both direct and indirect effects on the halibut and sabl efish fisheriesin the Gulf.
Under the aternatives, participants in the halibut and sablefish IFQ program could be alocated shares of
target and bycatch? species. Onitsface, thisallocation will substantially change the management of the IFQ
fisheries, which are currently harvest bycatch from a TAC shared with groundfish fisheries. The elements
and options suggest that if these bycatch shares are allocated, halibut and sablefish IFQ holders could be
individually limited by their bycatch share holdings. Many of the details of the interaction between the
rationalized Gulf groundfish fisheries and the halibut and sablefish IFQ program are unclear in the Council
motion. For example:

. Will halibut and sablefish IFQ holders be all ocated target speciesto cover bycatch of those species.
The current motion contains a suboption for the allocation of “target species’ to IFQ holders.

. If a participant holds unused halibut IFQ but has used all shares to support incidental catch (of
“target” and “bycatch” species), would that share holder be able to lease groundfish sharesfrom a
cooperative.

. Isit intended that IFQ program participants can join cooperatives based solely on their allocations
for incidental catch (such as cod) when targeting halibut or sablefish.

. If the Council adopts amandatory cooperative program, must ahalibut or sablefish IFQ holder join
a cooperative to receive a groundfish allocation.

. If ahalibut or sablefish IFQ holder is also allocated target speciesin a Gulf fishery (i.e., cod) and

joinsacooperativebased onitstarget holdings, how much of that participant’ sgroundfish allocation
isallocated to the cooperative and how muchisallocated individually to support halibut or sablefish

harvests.
. Are halibut and sablefish captains and crew included in any allocation to captains.
. When would a halibut 1FQ holder that also holds Gulf groundfish target shares and is not in a

cooperative be permitted to fish in the open accessfishery. And, what shares of that IFQ holder will
be allocated to the open access fishery.

In fisheries that are dependent on bycatch these choices could be very important to participants.

2 Generally, NOAA Fisheries prefersto use the term bycatch to refer to unintended harvest of PSC speciesand
“incidental catch” to refer to unintended catch of species other than PSC species.
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Alternatively, the IFQ fisheries could continue to be managed under the status quo. Under this approach, an
explicit allocation of groundfish would be made to the halibut and sabl efish fisheries. If the allocation were
binding on the fleet, a“race for incidental catch” could arise among the IFQ fleet.?

The Council should consider theinteraction of the Gulf groundfish rationalization program with the
halibut and sablefish IFQ program, either adopting specific elementsand optionsor developingaplan
for addressing these issues.

Southeast Outside Fisheries

The Council motion contains provisions that would allocate shares of shortraker/rougheye and thornyhead
to participants (including halibut and sablefish IFQ holders) in Southeast Outside fisheries. Several of the
same issues arise concerning this allocation as arise relative to the allocation of shares to halibut and
sablefish IFQ participants. If the Council wishes to pursue this SEO allocation, rules that govern the these
shares will need to be developed. For example,

. will these holders of SEO shares be subject to a cooperative or IFQ program and what will be the
terms of that program.

. will there be any limitation on thetarget speciesthat can be harvested by the holders of these shares.

. what sectors will these shares be divided into.

. what ruleswill govern entry to these fisheries(i.e., if all meaningful bycatch is allocated in shares,
isthere areason to retain the LLP).

. how will the bycatch all ocations based on groundfish targeting interact with the bycatch allocations

to halibut and sablefish IFQ holders.

In short, the Council will need to develop a full set of therulesthat govern the SEO fisheries(asare
being developed for the other Gulf groundfish fisheries).

Comparison of Alternatives

To assist the Council in considering the breadth and contrast of the alternatives, a brief description of rules
governing each vessel group under the different alternatives is contained in this section. At the end of the
descriptions for each vessel group, acomparison of the two rationalization alternatives for the vessel group
is presented. In addition to helping the Council assess the contrast of the alternatives, the Council may use
these comparisonsto guideits sel ection of optionsthat would morefully define each alternative. In selecting
optionsfor thealternatives, the Council should consider the need for contrast among the alternatives. Greater
contrast across the aternatives would alow analysis to provide a better understanding of the differences
between programsthat may be reasonable. In sel ecting optionsto make di stinctions between the alternatives,
the Council might also consider theimplicationsof those choicesfor theanalysis. Consistency acrosssectors
within an alternative would likely simplify the analysis by generalizing the analysis of the alternative.

3 Determining the appropriate allocation of incidental catch could prove difficult given thelimited information
available concerning incidental catch in the IFQ fisheries due to limited observer coverage. Although halibut and
sablefish IFQ fisheries are required to retain all rockfish and Pacific cod incidental catch up to the maximum retainable
allowance (MRA), any amount over the MRA would need to be discarded and may not be accounted. Incidental catch
of other groundfish species are not required to be retained, and data collection islimited to self reporting except on the
small percentage of the halibut and sablefish IFQ fleet which is subject to observer coverage.
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Catcher/processors

Alternative 2

Under dternative 2,

Catcher/processor share holders are treated as a single sector.

Eligiblepersonswith catcher/processor history would beall ocated harvest sharesbased onthat catch
history.

To receive an exclusive annual alocation, the holder of shares would be required to join a
cooperative.

Theannual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperative in the
catcher/processor sector.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.

The following elements and options would apply to catcher/processors under alternative 2:

4.1, Option 2 - mandatory cooperatives

4.2.1 - the sector must be clearly defined under this alternative

4.2.1.1 - no processor association for catcher/processor cooperatives

4.2.2 - one option should be selected for minimum cooperative membership
4.2.3 - defines cooperative agreement duration

4.3.1 - Option 1 - if an open access fishery is included the cooperative will receive the
annual allocation of its members (not that of the entire sector)

4.4 - include all subsections - define individual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

Alternative 3

Under dternative 3,

Catcher/processor share holders are divided into trawl, longline, and pot gear sectors.
Eligiblepersonswith catcher/processor history would beallocated harvest sharesbased on that catch
history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

Theannual allocation would be madeto the cooperative and would befished in accordance with the
rules of the cooperative.

If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperatives of the gear type
in the catcher/processor sector. Alternatively, the Council could choose to require cooperative
membership for participation in the fisheries.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.
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The following elements and options would apply to catcher/processors under alternative 3:

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv - sectors are defined for each gear type

4.2.1.1 - no processor association for catcher/processor cooperatives

4.2.2 - one option should be selected for minimum cooperative membership

4.2.3 - defines cooperative agreement duration

B 431

Option 1 - if an open accessfishery isincluded the cooperative will receive the allocation
of its members (not that of the entire sector)

Option 2 - if no open access fishery isincluded, then the entire sector allocation should be
made. If the program rules establish one cooperative for the sector, the entire allocation
would be made to the cooperative as provided for by Option 2. If program rules create
multiple cooperatives for the sector, the allocation of non-member’s shares should be
defined.

4.4 - including all subsections - defineindividual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.6 - defines rules for non-members of cooperatives

Comparison of catcher/processor alternatives

The two alternatives treat catcher/processors similarly. Both are mandatory cooperative programs.
Alternative 2 includesalimited open accessfishery for non-membersof cooperatives. Alternative 3includes
the same open access provision, but also includes an option under which cooperative membership would be
required for any participation in the fisheries. Although the Council may choose to make contrasting
distinctions in the two alternatives through differences in the defining options, the management of the
participation of the sector will remain largely the same under these two alternatives.

One possible distinction in the alternatives is the level of aggregation across different gear types (i.e.,
whether catcher/processors form asingle sector or three separate sectors, one for each gear type). Thetable
of alternatives suggests that under alternative 2 catcher/processors of al gear types will be considered a
single sector, while under alternative 3 the different gear types would be treated as separate sectors. If this
distinction is intended, the Council could include options that provide for different levels of aggregation
across gear typesin the two alternatives.

Trawl catcher vessels
Alternative 2

Under dternative 2,

. Trawl catcher vessel share holders are treated as a single sector.

. Eligible persons with trawl catcher vessel history would be allocated harvest shares based on that
catch history.

. To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

. Theannual allocation would be made to the cooperative and would be fished in accordance with the
rules of the cooperative.

. Two options for cooperative delivery requirements are proposed under this alternative. Under the

first, the cooperativewould berequired to deliver aspecified percentage of itslandingsto processors
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that are members of aclosed class. Class membership would be based on processing history. Under
the second option, eligibility for cooperative membership would be based on landings, with each
share holder eligibleto join asingle cooperative associated with the processor to which it delivered
the most fish to during the qualifying period. The cooperative, in turn, would be required to deliver
specific percentage of itslandings to the associated processor.

. If the holder of harvest shares chooses not to join a cooperative, the shares of that person would be
alocated to an open access fishery, comprised of all non-members of cooperatives in the trawl
catcher vessel sector. The bycatch allocation to the open access fishery would be reduced to create
an incentive for cooperative membership.

. Under the option with processor linkages, movement of shares between cooperatives would be
subject to ashare reduction penalty or would require participation in the open accessfishery for one
year.

Thefollowing elementsand optionswould apply to trawl catcher vesselsunder alternative 2 (with processor

linkages):

3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

3.1.1.2 - used to determine processor linkages

3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 - including all subsections - used to define closed class of processors (needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv. - defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - (or Option 3, which is mostly redundant with provisionsin 3.1.1.2)

4.2.2 - Option 1 or Option 4 (cannot have a single cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association

4.3.1 - Option 1 (cannot have a single cooperative for the sector in aprogram with multiple
qualified processors) - also may include all bullets

4.4 - including all subsections - defineindividual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.5.2 - rules defining affects of processor license transfers on cooperatives

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

Thefollowing elements and options would apply to trawl catcher vessels under aternative 2 (with a closed
class of processors):

3.1.1.1, Option 1, ii - must define the processorsto which the sector may delivery (i.e., trawl
or any large or small closed class processor depending on the processor licensing scheme)
3.1.2 including all subsections is used to define closed class of processors and the rules
governing those processors

4.1, Option 1 - mandatory cooperatives

4.2.1, iii or iv, defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1 - either Option 1 (no processor associations) or Option 2 (associate with any
qualified closed class processing facility or qualified closed class processing company)
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4.2.2-Option 1 - A cooperativeisrequired to have at least 4 distinct and separate harvesters
- (other options may not apply since they would result in one cooperative for all trawl
catcher vessel participants)

4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - alocation of members is made to the cooperative - al bullets may be
included

4.4 may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 may include provisions concerning movement among cooperatives.

Do not include 4.5.2 - applies to program with processor linkages

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

Alternative 3

Under dternative 3,

Trawl catcher vessels are treated as a single sector.

Eligible persons with trawl catcher vessel history would be allocated harvest shares based on that
catch history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

Theannual allocation would be madeto the cooperative and would befished in accordance with the
rules of the cooperative.

Eligibility for cooperative membership would be based on landings, with each harvester eligibleto
join asingle cooperative associated with the processor to which it delivered the most fish to during
thequalifying period (i.e., processor linkageisrequired). Thecooperative, inturn, would berequired
to deliver a specific percentage of its landings to the associated processor.

If the holder of harvest shares failed to join a cooperative, the shares of that person would be
allocated to an open accessfishery, comprised of all non-membersof cooperativeinthetrawl catcher
vessel sector. Alternatively, the Council could choose to require cooperative membership for
participation in the fisheries.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.

Movement of shares between cooperatives would be subject to a share reduction penalty or would
require participation in the open access fishery for one year.

The following elements and options would apply to trawl catcher vessels under aternative 3:

3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

3.1.1.2 - used to determine processor linkages

3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 (including al subsections) - used to define closed class of processors (needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv. - defines sectors by vessel and gear type (trawl catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - (or Option 3, which is mostly redundant with provisions of 3.1.1.2)

4.2.2 - Option 1 or Option 4 (cannot have asingle cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association
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4.3.1 - Option 1 (cannot have a single cooperative for the sector in a program with multiple
qualified processors) - also may include all bullets

4.4 - including all subsections - defineindividual and vessel use caps

4.4 - bullets are a necessary component

4.5.1 - rules concerning movement between cooperatives

4.5.2 - rules defining affects of processor license transfers on cooperatives

4.6 - rules governing non-members of cooperatives

Comparison of trawl catcher vessel alternatives

The two alternatives have two possible differences in their treatment of participants in the trawl catcher
vessel sector. Thesedifferences should beclarified by the Council. Thefirst differencerelatestothedelivery
requirementsand associations(or linkages) between cooperativesand processors. Alternative 2 could require
cooperatives to delivery a specified percentage of their harvests to a closed class of processors without
linkageto aspecific processor. Alternative 3would requirethat acooperative delivery aspecified percentage
of its harvest to the processor to which its members delivered the most groundfish during the qualifying
period.*

A second possible differenceis in the treatment of non-members of cooperatives. Under alterative 2, non-
members of cooperativeswould be permitted to participatein alimited open accessfishery comprised of the
shares of all shares of trawl catch vessel non-members of cooperatives. Under alternative 3, non-members
of cooperatives could be excluded from the fisheries.®

Fixed gear catcher vessels

Alternative 2

Under dternative 2,

. Fixed gear catcher vessel share holders are divided into a high producing vessel sector and a low
producing vessel sector.

. Eligible persons with fixed gear catcher vessel history would be allocated harvest shares based on
that catch history.

. For a high producing vessels
B To receive an exclusive annual alocation, the holder of shareswould be required to join a

cooperative.

Theannual allocation would be made to the cooperative and would be fished in accordance
with the rules of the cooperative.

The cooperative would be required to deliver a specified percentage of its landings to
processors that are members of a closed class. Class membership would be based on
processing history.

“ 1 the delivery requirements of the two aternatives are made the same (i.e., cooperatives with a processor
association based on historic landings is included under aternative 2), this difference would not exist and the two
alternatives would be substantively the same in this respect.

® Notethat this distinction in the alternatives also depends on the Council’ s sel ection of the“no fishing” option
for non-membersof cooperativesin alternative 3. Whether the Council wishesto includethe“nofishing” optionto create
adistinction isincluded in the discussion of options below.
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If the holder of harvest shares chooses not to join a cooperative, the shares of that person
would be allocated to an open accessfishery, comprised of all non-members of cooperative
in the high producing fixed gear sector.

The bycatch allocation to the open access fishery would be reduced to create an incentive
for cooperative membership.

. For low producing vessels

Share holders would receive quota shares and annual alocations of IFQs that would be
fished by the individual .

Share holders would be permitted to form voluntary cooperatives.

For cooperative members, the allocation would be made to the cooperative and would be
fished in accordance with the rules of the cooperative.

The following elements and options would apply to “high producing” fixed gear catcher vessels under

dternative 2;

3.1.1.1, Option 1, ii - must definethe processorsto which the sector may delivery (i.e., fixed
gear or any large or small closed class processor depending on the processor licensing
scheme)

3.1.1.4 defines the low producing sector, effectively defining the “high producing” sector
3.1.2 including all subsections is used to define closed class of processors and the rules
governing those processors

4.1, Option 1 - mandatory cooperatives

4.2.1 - should berevised to include an option that cooperatives can beformed between *high
producing” fixed gear participants

4.2.1.1 - either Option 1 (no processor associations) or Option 2 (associate with any
qualified closed class processing facility or qualified closed class processing company)
4.2.2-Option 1 - A cooperativeisrequired to have at least 4 distinct and separate harvesters
- (other options may not apply since they would result in one cooperative for al high
producing fixed gear participants)

4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - alocation of members is made to the cooperative - al bullets may be
included

4.4 - may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 - may include provisions concerning movement among cooperatives.

Do not include 4.5.2 - applies to program with processor linkages

4.6, Option 1 - creates an open access fishery for non-members of cooperatives

The following elements and options would apply to “low producing” fixed gear catcher vessels under

dternative 2;

3.1.1.2, Option 2 exempts sector from closed class processor delivery requirements
3.1.1.4 defines the sector and provides for no processor delivery obligations

4.1, Option 2 - voluntary cooperatives

4.2.1 - should be revised to contain an option that cooperatives can beformed between *low
producing” fixed gear participants

4.2.1.1-either Option 1 (no processor associations) or Option 2 (associatewith any licensed
processing facility or licensed processing company - not closed class)

4.2.2-Option 1 - A cooperativeisrequired to have at |east 4 distinct and separate harvesters
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4.2.4 - may be included - defines cooperative/processor association

4.3.1, Option 1 - alocation of members is made to the cooperative - al bullets may be
included

4.4 - may include all of these options concerning individual and vessel use caps

4.4 - bullets are necessary component

4.5.1 may include provisions concerning movement among cooperatives.

B Do not include either 4.5.2 or 4.6

Alternative 3

Under dternative 3,

Fixed gear catcher vessel shareholdersaredividedinto two sectors, pot vesselsand longlinevessels.
Eligible persons with fixed gear catcher vessel history would be allocated harvest shares based on
that catch history.

To receive an exclusive annual allocation, the holder of shares would be required to join a
cooperative.

The annual allocation of cooperative members would be made to the cooperative and would be
fished in accordance with the rules of the cooperative.

Eligibility for cooperative membership would be based on landings, with each harvester eligibleto
join asingle cooperative associated with the processor to which it delivered the most fish to during
the qualifying period (i.e., processor linkage is required). The cooperative, in turn, would be
required to deliver a specific percentage of its landings to the associated processor.

If the holder of harvest shares failed to join a cooperative, the shares of that person would be
allocated to an open access fishery, comprised of all non-members of cooperativein the fixed gear
catcher vessel sector. Alternatively, the Council could choose to require cooperative membership
for participation in the fisheries.

The bycatch allocation to the open access fishery would be reduced to create an incentive for
cooperative membership.

Movement of shares between cooperatives would be subject to a share reduction penalty or would
require participation in the open access fishery for one year.

The following elements and options would apply to fixed gear catcher vessels under alternative 3:

3.1.1.1, Option 1, i - requires delivery to the linked closed class processor

3.1.1.2 - used to determine processor linkages

3.1.1.3 - specifies penalties for movement of linked shares between processors

3.1.2 - including all subsections - used to define closed class of processors (needed for
linkages)

4.1, Option 2 - mandatory cooperatives

4.2.1, iii or iv. - defines sectors by vessel and gear type (pot catcher vessel and longline
catcher vessel)

4.2.1.1, Option 2 - must associate with the linked closed class processing facility or
company - (or Option 3, which is mostly redundant with provisions of 3.1.1.2)

4.2.2 - Option 1 or Option 4 (cannot have asingle cooperative for each sector in a program
with multiple licensed processors)

4.2.3 - defines cooperative agreement duration

4.2.4 - may be included - defines cooperative/processor association

4.3.1- Option 1 (cannot have asingle cooperativefor each sector in aprogramwith multiple
licensed processors) - also may include al bullets

4.4 - including all subsections - defineindividual and vessel use caps
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4.5.1 - rules concerning movement between cooperatives
4.5.2 - rules defining affects of processor license transfers on cooperatives
4.6 - rules governing non-members of cooperatives

Comparison of fixed gear catcher vessel alternatives

Thealternativesfor fixed gear catcher vessel participants are substantively different in afew ways. Thetwo
aternativesdividethefixed gear catcher vessel participantsdifferently. Under alternative 2, fix gear catcher
vessel participants are separated into ahigh producing sector and alow producing sector. These two sectors
would be subject to different management structures under the aternative. Under alternative 3, fixed gear
catcher vessel participants are divided into two sectors by gear type, alongline catcher vessel sector and a
pot catcher vessel sector. Whether these different gear types would be subject to different rulesis not clear
and depends on the Council’ s decisions on the specific options that will apply to this alternative.

Under aternative 2, high producing fixed gear catcher vessel participants would be required to deliver to a
closed class of processors. Members of this sector that chose not to join a cooperative could participate in
an open access fishery for non-members of cooperatives. Under alternative 3 (in which the high
producing/low producing distinction is not made), these participants would be subject to a mandatory
cooperative program in which a cooperative would be required to delivery a specific percentage of its
allocation to the processor to which its members delivered most of their catch historically (i.e., cooperative
linkage would be required). Alternative 3 would either create an open access fishery for non-members of
cooperatives or, alternatively, not permit non-members to participate in the fisheries.

Under alternative 2, "low producing” fixed gear catcher vessel participants would be managed under a
voluntary cooperative program that is not applicable to any other sector under either of the aternatives.
Under aternative 3, these vessels would be governed by the same mandatory cooperative program as all
other fixed gear catcher vessels. Under that program, a participant would be eligible to join the cooperative
associated with the processor to which it delivered the most fish historically (i.e., processor linkage would
be required). Each cooperative would be required to deliver a specific percentage of its harvests to the
associated processor. Alternative 3 would either create an open access fishery for non-members of
cooperatives or, alternatively, would preclude their participation in the fisheries altogether.

Under alternative 2, "low producing" fixed gear catcher vessel participantswoul d be governed by avoluntary
cooperative aternative that would not be analyzed for any other sector. The Council provided its rationale
for not applying thismanagement to other participantsat its June 2003 meeting.® It shoul d be noted, however,
that the closed class of processors aternative, which isincluded in alternative 2 for the trawl catcher vessel
sector and the high producing fixed gear catcher vessel sector, isnot included in any alternative for the low
producing fixed gear vessel sector. The Council should provideitsrationalefor excluding aclosed class
of processorsalternativefor thelow producing fixed gear vessel sector . In doing so, the Council should
explain the rationale for including both the less restrictive voluntary cooperative alternative (in alternative
2) and the more restrictive processor linkage alternative (in alternative 3) for this sector.

I nteraction with the halibut and sablefish | FQ program

The different alternatives do not contain specific provisions that would govern the relationship of the Gulf
rationalization program to the halibut and sablefish IFQ program. The Council motion, however, contains

® The record from the June 2003 meeting shows that the Council believes that the voluntary cooperative
structure is not appropriate for other participants in the Gulf fisheries because it would jeopardize the stability of
communities and the processing sector.
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several provisions that could be applied to define this relationship. Those provisions are briefly reviewed
here.

The following elements and options could be applied to halibut and sablefish [FQ participants:

2.1 - providesfor the allocation of rockfish bycatch on a NMFS management area basis

B 2.1 - providesfor alocation of shortraker/rougheye and thornyhead bycatch in SEO based on target
harvests of halibut, sablefish, demersal shelf rockfish, and Pacific cod (otherwise SEO will be
excluded from the program)

2.2.2 includes a suboption that would make IFQ holders eligible for alocations of incidentally
caught groundfish. The nature of these allocations and the rules that |FQ holders would be subject
to are not clear.

2.3.3.6 - prohibitions on leasing could be applied but would restrict usefulness of bycatch shares
2.3.3.8 - owner on board provisions could be applied

2.4 - providesfor the allocation of bycatch shares

2.5.5 - provision for retention of halibut could apply

2.6 - incentive species provisions could apply - might require different rulesif IFQ holders are not
in cooperatives

2.8 - skipper and crew provisions could apply (if halibut and sablefish skippers do not receive an
alocation, the Council could need to specify rulesto distinguish bycatch in the IFQ fisheries from
bycatch in target fisheries of the Gulf)

2.9.1 - regionalization could apply

2.11 - impacts on halibut and sablefish fisheries could be included in the review and evaluation
3.1 - interactions with the processor protections should be considered - leasing or sale of sharesto
halibut and sablefish IFQ holders could be complicated by processor landing requirements (i.e.,
closed class of processors and processor linkages)

4.1 through 4.6 - the interaction of cooperative provisions with halibut and sablefish participants
should be considered

Note that application of the general rules of the Gulf rationalization program to the allocation of target
species (such as cod) could involve halibut and sablefish IFQ holders that harvested and landed groundfish
primarily as bycatch. The Council should specify the extent to which these allocations will be subject
totherulesof the Gulf rationalization program and specify any other rulesthat areintended togovern
participation of these shareholders.

SEO groundfish fisheries

Theallocation of bycatchto the SEO groundfishfisheriesrai se several questionsconcerningthe management
of SEO groundfish fisheries. The Council will need to develop rules that define participation in target
fisheriesthat are conducted using these bycatch allocations. Sincetar get allocationsarenot madein these
fisheries, the rules governing targeting are unclear. The Council should specify the rules that will
govern these fisheries.’

 One possible approach isto treat these fisheries similar to the incentive fisheries, in which harvest of targets
islimited only by the commonly fished TAC and the participant's holdings of bycatch shares. These fisheries could then
be subject to the same alternatives proposed for fisheries in other areas. For example, aternative 3 would establish a
mandatory cooperative alternativewith processor linkagesfor these participants. The distinction of halibut and sablefish
IFQ holders under this structure would remain problematic.

S:MIANE\GOA _Rationalization\copy4Oct03\GOA Alternatives Oct03 0918.wpd 14



Definition of the alter natives

Since the table of alternatives developed by the Council at its June 2003 meeting |eaves several provisions
of each alternative undefined, the Council will need to devote substantial effort toidentifying the optionsthat
comprise each alternative. In defining the alternatives by selecting options, the Council should consider the
need for creating a range of contrasting alternatives. Differentiating the alternatives by including distinct
optionsin thedifferent alternativeswill add contrast and broaden the range. In addition, the options selected
for each aternative should define a workable alternative that meets the problem statement. Inclusion of
options that make an alternative unworkable or infeasible should be avoided. At this meeting, staff will
providethe Council with preliminary analysis of some of the optionsincluded inits current motion. In some
cases, future analysis could be provided through quantitative analysis or greater attention to issues of
particular concern. The analysis provided hereisintended to provide the Council with an explanation of the
operation of the optionsand the general implications of the different choices. If the Council believesthat this
analysis, together with its understanding of the issue from prior experience and public testimony, provides
adequate information to make a decision, the Council could narrow the options by selecting options that
would apply to an alternative. If the Council believes that additional analysis is necessary for making a
decision concerning an option, the Council could delay decision concerning the option for afuture meeting.

Topic 1: Allocation of target species by gear

Section 2.3.1 of the motion contains the following provision concerning the allocation of target species by
gear:

2.3.1 Initia Allocation of catch history

Option 1. Allocate catch history by sector and gear type
Option 2. Allocate catch history on an individual basis
a Trawl CV and CP:

Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot
istargeted), northern rockfish, Arrowtooth flounder
C. Pot CV and CP:
Pacific Cod

Option 1 provides for sector alocations, rather than individual allocations. Allocations in the current
alternatives appear to be to individuals based on individua histories.® If that is the Council’s intention,
Option 1 does not appear to be applicable and may be del eted. If some other interpretation of the alternatives
and these optionsisintended, the Council should clarify that intention with staff. Option 2 provides for the
alocation of history to individuals in identified sectors. Option 2 parallels both of the aternatives in the
current Council motion since both provide for the alocation of harvest shares to individuals. The

8 Although the alternative 3 in the table of alternatives providesfor “ sector allocations,” the table also provides
for harvest share alocations to individuals under the alternative. So, it appears that the allocation would based on
individual histories and would be subject to individual control, rather than some level of sectoral control. As aresult,
Option 1 alone could not support the allocation of shares under the program. Option 2, however, alone can support the
allocation provided sector definitions are established that carry out the Council’s intention to create distinct sectors.
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enumeration of species by gear typeis applicable to both alternativesin that it provides the basis for target
allocations.

The options could include halibut and sablefish IFQ holdersin the allocation of these species (through the
eligibility provisions of 2.2.2). The Council should provide for some allocation or reservation of these
speciesto IFQ holders. At least two approaches are possible. Allocations of shares of these species could be
madeto individualsunder the2.2.2 suboption. An alternativeisto set aside abycatch reservefor IFQ holders
to fish collectively. The management rules for either alocation would need to be specified.

Topic 2: Harvest share sector designations

Section 2.3.2.2 of the Council motionincludesthefollowing provisionsfor the designation of harvest shares:

2.3.2.2 Harvest share sector designations:

Option 1. No designation of harvest shares (or QS/IFQ) as CV or CP

Option 2. Designate harvest shares (or QS/IFQ) as CV or CP. Annua CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP
harvest share allocation (or 1FQ) conveys the privilege to harvest and process a
specified amount.
Designation will be based on:

Actua amount of catch harvested and processed onboard avessel by species.

Both of the alternatives appear to distinguish catcher/processor shares from catcher vessel shares. If
catcher/processor shares are intended to differ from catcher vessel shares, by providing an onboard
processing privilege, option 1 may be deleted. If some other interpretation of the options is intended, the
Council should clarify that intention.

Topic 3: Harvest share gear designations
In addition to vessel types, harvest shares could aso be designated by gear type. To clarify its intentions

concerning the different alternatives, the Council should specify which options apply to which alternatives.
Section 2.3.2.3 of the Council motion provides:

2.3.2.3 Harvest share gear designations
Option 1. No gear designation
Option 2. Designate harvest shares as Longline, Pot, or Trawl
Option 3. Longline and pot gear harvest shares (or IFQ) may not be
harvested using trawl gear.
Option 4. Pot gear harvest shares (or IFQ) may not be harvested using
longline gear

These options provide for different gear designations and trading of shares among gear types. Under Option
1 no gear designationswould apply suggesting that shares could be freely traded among different gear types.
Option 2 would designate sharesaslongline, pot, or trawl. Option 2 appearsto apply to alternative 3for both
catcher/processorsand catcher vessels, sincealternative 3 separatesboth vessel typesintothreedifferent gear
sectors.
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The Council’ s intent concerning gear designations with respect to alternative 2 is unclear. Whether gear
designationswould apply to catcher/processorsisnot clear. Under alterative 2, trawl catcher vessels appear
to be treated as asingle sector. Fixed gear catcher vessels appear to be treated as a single gear type (but are
separated into high and low producers (which is accomplished under 3.2.2.1)). If the Council intends to
create two fixed gear catcher vessel sectors under alternative 2 (one for high producers and another for low
producers) without distinguishing pot and longline gear, the Council might consider an option that explicitly
aggregates pot and longline catcher vessel sharesinto asingle sector. Alternatively, the Council could adopt
provisions that limit the use of shares of one gear type using another gear type.

Topic 4: Designation of sectorsfor cooperative formation

Section 4.2.1 of the Council motion provides:

4.2 Cooperative formation
42.1  Co-ops can be formed between holders of harvest shares or history of:
i. any type

ii. the same area, gear, vessel type (CV or C/P), and/or vessel length class.
iii. the following classes of shares/history
CV trawl
CV longline
CV pot
C/P trawl
C/P longline
C/P pot
iv. All CV inthe same area (WGOA and CGOA & WY combined)
CV trawl
CV fixed gear
CV longline
CV pot
Each group of share/history holders of a defined class that may form cooperativesis defined as a " sector.”

For each alternative, the Council should define the sectors for purposes of cooperative formation.
Designation of sectorsfor purposes of cooperative formation will clarify the alternatives, possibly shedding
light on someof the differences acrossalternativesintended by the Council. Under alternative 2, the Council
should consider whether options should be added that would create separate sectors for “high producing”
fixed gear catcher vessels and “low producing” fixed gear catcher vessels. Such a provision could be
necessary sincethesedifferent vessel groupswoul d be subject to different management under thealternative.

Whether the Council creates relatively broad or narrow sectors depends on whether it intends that different
vessel groups to operate independently under an alternative. For example, if the Council intends longline
vessels to operate independently from pot vessels, as appears to be the case under aternative 3, separate
sectors should be specified for the two gear types.® The Council could specify different sector designations
under thetwo alternativesto provide contrast between the alternatives. The current Council motion suggests
that the following cooperative sector designations are intended:

%1 the Council isconcerned that the two vessel groups shouldinteract to alimited degree, that interaction could
be supported by allowing trading of shares between the two gear types.
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Alternative 2

Catcher/processors

Trawl catcher vessels

“High producing” fixed gear catcher vessels
“Low producing” fixed gear catcher vessels

Alternative 3

Trawl catcher/processors
Longline catcher/processors
Pot catcher/processors
Trawl catcher vessels
Longline catcher vessels
Pot catcher vessels

Topic 5: Share transferability and ownership restrictions

The Council motion contains the following provisions concerning share transfer and ownership:

2.3.3.1 Personseligibleto receive harvest shares by transfer must be (not mutually exclusive):

Option 1. US citizens who have had at least 150 days of seatime
Option 2. Entities that have aU. S. citizen with 20% or more ownership and
at least 150 days of seatime
Option 3. Entities that have a US citizenship with 20% or more ownership
Option 4. Initia recipients of CV or C/P harvest share
Option 5. US Citizens eligible to document a vessel.
Option 6. Communities would be €ligible to receive harvest shares by transfer (this

provision would be applicableif certain provisions of 2.9 are adopted.)

2.3.3.5 Déefinition of seatime
Seatimein any of the U.S. commercial fisheriesin a harvesting capacity.

First, the Council should incorporate the provision from 2.3.3.5 into 2.3.3.1 for clarity, since that provision
only appliesto 2.3.3.1.

Sincetheimplicationsof these provisionsarenot complicated, the Council may consider selecting provisions
will apply under the alternatives at this meeting.

Option 1 would permit US citizenswith at least 150 days of seatime to purchase harvest shares. Since only
individuals are citizens, it would limit share ownership to individuals. Under Section 2.3.3.5, the seatime
must bein aUS commercia fishery in a harvest capacity.

Option 2 would require any entity to have a20 percent US citizen owner that meetsthe 150 days of seatime
requirement. A provision of this type would be needed if corporations and partnership are intended to be
permitted to purchase harvest shares. In assessing this provision, the Council should bear in mind that the
American Fisheries Act (AFA) requires an entity to have at least 75 percent US ownership to document a
fishing vessel .2 If the Council wereto adopt this provision, entities could hold harvest sharesthat they could
not harvest because of failure to meet the citizenship requirements of the AFA.

10 A few vessels have been granted treaty exemptions to the ownership requirements of the AFA.
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Option 3isan aternative provision that could be adopted to allow corporations or partnershipsto purchase
shares. That provision would maintain the 20 percent US citizen/owner requirement but has no sea time
requirement. As under option 2, setting a citizen ownership threshold less than 75 percent would allow
entitieswith lessthan 75 percent US ownership to hold sharesthat they could not deploy avessel to harvest.

Option 4 would permit initial recipients of harvest shares to purchase shares, effectively exempting those
participants from any citizenship or sea time threshold requirements.

Option 5 would limit ownership to US citizens eligible to document avessel. This provision isunclear and
should be revised, if it is to be adopted. Since 75 percent US citizen ownership is required for vessel
documentation, the provision's limitation to US citizens that meet the documentation requirement is
confusing. An alternative would be to simply require that a share holder be eligible to document a vessel ™
The Council could choose an option from among these at this meeting. Since no analytical contrast would
be provided by choosing different options for the different aternatives, the Council could consider a
simplified option to advance in all alternatives.

Option 6 provides communities the right to purchase harvest shares. A decision on this provision should be
deferred until a decision is made on the parallel community purchase provisionsin Section 2.9.

Topic 6: Designation of catcher/processor shares on transfer

Sections 2.3.3.2 and 2.3.3.3 of the Council motion contains the following provision concerning the
designation of catcher/processor shares on transfer of those shares:

2.3.3.2 Restrictions on transferability of CP harvest shares

Option 1. CP harvest shares maintain their designation upon transfer.

Option 2. CP harvest shares maintain their designation when transferred to personswho continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed
onshore after transfer, CP harvest shares convertsto CV harvest shares.

Option 3. CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initia issuee of CP shares:

Option 1. all CP shares
Option 2. trawl CP shares
Option 3. longline CP shares

These options would determine whether catcher/processor shares are redesignated as catcher vessel shares
on the occurrence of some event, and possibly the passage of time. The decision of whether to redesignate
catcher/processor shares as catcher vessel sharesis a policy choice that could be made at this time. Under
option 1 of 2.3.3.2, catcher/processor shares would maintain their designation on transfer. Under option 2
of 2.3.3.2, catcher/processor shareswould maintain their designation on transfer, unlessthe harvest fromthe
shares were landed and processed on shore, at which time the shares would be designated catcher vessel
sharesthereafter. Although theintention of this optionisto allow continued use of catcher/processor shares
as long as the holder has a continuous catcher/processor operation, it is possible that a catcher/processor

1 This interpretation of the provision would include entities with 75 percent or more US ownership, but also
those few vessel owners that have applied for and received waivers of that ownership requirement based on treaty
exemptions to the requirement for past participantsin US fisheries.
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could loseits shares, if for some reason it is unable to process its shares on board some year. Under option
3 of 2.3.3.2, catcher/processor shareswould retain their designation for 5 years. After 5 years, any transfer
of the shareswould result in redesignation of the shares as catcher vessel shares. This option would lead to
the redesignation of all catcher/processor shares over time.

Under option 1 of 2.3.3.3, any transfer of catcher/processor sharesto a person that was not an initial issuee
would result in the redesignation of the shares as catcher vessel shares. Under option 2, this redesignation
would apply to only trawl catcher/processor shares. Under option 3, only longline shares would be
redesignated on transfer to non-initial issuees. No similar option existsfor pot catcher/processor shares. Any
of these provisions would create a skewed market for catcher/processor shares, as the number of initial
issueesdeclines. Asaresult, thevalueof catcher/processor sharescould be expected to decline asthe number
of initial issuees declines over time.

If the Council adopts a provision that results in the redesignation of catcher/processor shares, the
Council will alsoneed to providefor thedesignation of theresulting catcher vessel shar es. For example,
the Council should state whether the resulting catcher vessel shares would be subject to regional and
processing landing requirements. The requirements will likely vary depending on the program that the
Council choosesfor harvest shares. One possible way that the redesignation could be simplified isto allow
the purchaser of the shares to define their designation at the time of purchase. The share purchaser would
have the choice of redesignating the shares asany type of catcher vessel shares.*> Making share designations
will be necessary to avoid creating a new class of harvest shares or |eaving the share designation uncertain,
which would further complicate administration of the program.

Topic 7: Processor licenses and linkages

Several different provisions affect the establishment of processor licenses and the linkage of harvest shares
to processors. The following isadiscussion of these issues at the most general level. After this discussion,
the details of some of the regional and community bases for licenses are discussed including their
implications for the processor licensing and processor/harvest share linkage issues.

The Council motion isambiguous asto the level at which processors are determined. Section 3.1.2 provides
for the issuance of processor licenses to processors that meet minimum processing requirements. The
provisions of that section, however, do not specify whether these thresholds are applied at the company or
plant level. Section 4.2.1.1 provides for catcher vessel cooperatives to associate with a processor, either at
the facility level or at the company level. Plant level associations would create an obligation for the
harvester's cooperative to deliver a certain percentage of its harvesters to the plant. Company level
associationswould create an obligation for the harvester’ s cooperative to deliver those harveststo any plant
of thecompany. Section 3.1.2.5 providesthat processing caps are applied at either thefacility or entity level.
Thesetwo later provisionssuggest that processor licenses could be established at the plant (or facility) level,
rather than at the company (or entity) level. The Council should clarify whether the intention is to define
processors at either:

1) the company (or entity) level or
2) the plant (or facility) level.®

12 The Council could limit the ability of the purchaser to change gear designations, if desired.

13 Note that even if the Council decidesto define processors at the facility level for most purposes, it may wish
to define processors at the company level for purposes of establishing caps.
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Because of the different purposes served by these different provisions, the Council could choose to apply
some provisions at the company level and others at the plant level.

The specific provisions are:

3.1.2.5 Processing Caps may apply at:

Option 1. the facility level
Option 2. the entity level
4.2.1.1 Coop/processor affiliations
Option 1. No association required between processors and coops
Option 2. CV cooperatives must be associated with
a) aprocessing facility
b) a processing company

For purposes of issuing licenses, defining processors at the plant level would require that each plant a
processing company owns meet the minimum processing requirements to obtain alicense. A license would
then be usable at asingle plant. An alternative is to determine licenses at a company level. Under thisrule,
aprocessor could run multiple plants based on a single license. If the Council chooses to issue licenses at
acompany level, allowing a processor to run multiple facilities using a single license, the Council should
consider whether to limit the number of facilities that can be supported by a single license.

If a program that includes cooperative/processor linkages is established at the plant level, a harvester’s
allocation would be linked to the plant to which it delivered the most fish. If a harvester delivered to two
plants owned by a single company, it is possible that the company could lose the harvest share association
to another company that the harvester delivered |essfish to, because associationswoul d be determined based
on landings at asinglefacilty. Onthe other hand, if harvester/plant associations are considered more critical
than harvester/company associations, use of a company basis for determining linkages could lead to a
harvester association that does not include the plant to which the harvester delivered the most fish. In
addition, if a associations are determined at the company level, a company that chose to consolidate its
processing from multiple facilities at asingle facility, could compel a harvester whose shares are linked to
the company because of its delivery to asingle plant to deliver harveststo another of the company’ s plants,
where the harvester has made no deliveries.

Choice of the level at which to apply use caps involves different policy implications than licensing and
processor associations. Plant level application of the caps could lead to caps being illusory, if multi-plant
processors spread landings across several plants to avoid the caps. Company level administration of caps
would also prevent companies from distributing landings across several plants to avoid the caps.

Topic 8: Regionalization of harvest shares and processing licenses

Section 2.9.1 contains the following provisions concerning the regionalization of harvest shares and
processing licenses:
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If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

. Processing licenses that are regionally designated cannot be reassigned to another region.

. Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was
caught.

. Catcher processor shares and incentive fisheries are not subject to regionalization.

. Qualifying years to determine the distribution of shares between regions will be consistent with the

preferred alternative under " Section 2.2 Qualifying Periods”.

These provisions, when taken together with the harvest share/processor linkage provisions of Section 3.1,
could create an inconsistency under which a harvesters shares could not be used. Section 3.1 contains
provisions that would link a harvester’s shares to the processor to which the harvester delivered the most
pounds during the qualifying years. The harvester would be required to deliver a specific percentage of its
harvests (between 50 and 100 percent) to the processor to which its shares are linked. Under the first two
sentences from 2.9.1 above, processor licenses would be regionalized and could not be moved to another
region. The fourth and fifth sentences would regionalize harvest shares based on the location of landings
during the harvester qualifying years. If harvest shares are subject to processor linkages based on landing
histories, some inconsistencies are likely to arise. For example, consider a harvester that made 35 percent
of itsdeliveriesto aprocessor in the North region and 65 percent of its deliveriesto a processor in the South
region. The harvester’ s shares would be designated 35 percent North and 65 percent South. The harvester
would belinked to the processor in the South because the South processor received the most deliveriesfrom
the harvester. Any delivery requirement that would require the harvester to deliver in excess of 65 percent
its harvests to the linked processor would result in the harvester holding undeliverable North shares.

An alternative approach that the Council could take would be to regionalize the harvester share/processor
linkages. In that case, aharvester’ ssharesin aregion would belinked to the processor in the region to which
the harvester delivered the most pounds during the qualifying period. So, in the example, the harvester’s
South shareswould be linked to the South processor and the harvester’ s North shareswould be linked to the
North processor. The regionalization of linkages could be included in the motion by adding the following
provisionto 3.1.1.2:

In the event harvest shares are regionalized, a harvester’s sharesin aregion will be linked
to the processor in the region to which the harvester delivered the most pounds during the qualifying years.

If the Council intends to address this inconsistency in some other manner, the Council should provide
guidance.

Topic 9: Community-based or region-based processing licenses

Section 3.1.2.3 would establish geographic restrictions on the transfer of processing licenses:

3.1.2.3 Transferahility of eligible processor licenses
Processor licenses can be sold, leased, or transferred.
Option 1. Within the same community
Option 2. Within the same region
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Under this provision, the Council could limit the transfer of processing licenses to either the region or
community of origin. Geographic limitations on the transfer of licenses will limit the ability of industry to
realize efficienciesby consolidating activity. If licensesare designated for communities, itislikely that value
and utility of alicense will vary significantly by community. Some licenses in remote communities could
be made obsol ete by the concentration of landings in less remote areas.

Regional restrictionsonthetransfer of processor licensesisconsistent with therequirementsof section2.9.1.
Although consistent with regionalization, the restriction of license transfers to a community goes beyond
regionalization. The establishment of regionalization or community linkagesfor processing licenses should
be consistent with the licensing rules for processing. These rules can coordinated in afew different ways.
Other ways of coordinating the rules could be developed.

Company-based licensing

Regionalized licenses

If asystem of company-based processing licensesis established, a processor would receive asingle
license. That license could used in aregion, only if the processor achieved the minimum thresholds
in the region. If a system of harvest share linkages is established, each harvest share would be
regionalized by region of landing that led to the share all ocation. So, a harvester could have shares
in multiple regions. A harvester with shares in multiple regions would be eligible to join asingle
cooperative in each region. Each cooperative would be associated with the processing company to
which the harvester delivered the most landings in the region in the qualifying period.

Community licenses

If asystem of company-based processing licensesis established, a processor would receive asingle
license. That license could be used in a community, only if the processor achieved the minimum
thresholds in the community.** The license would not be severable. If a system of harvest share
linkagesisestablished, each harvest sharewould be regionalized by region of landing that led to the
share allocation. So, a harvester could have shares in multiple regions. A harvester with sharesin
multiple regions would be eligible to join a single cooperative in each region. Each cooperative
would be associated with

1. the processing company to which the harvester delivered the most landingsin the qualifying
period and could be delivered to any plant operated by that company, or
2. the processing plant to which the harvester delivered the most landings in the qualifying

period. (Thiswould create a community linkage for cooperatives.)

Plant-based licensing

Regionalized licenses

If asystem of plant-based processing licensesis established, aprocessor would receive alicensefor
each plant at which the processor met the threshold processing requirements. Each license could
used in any location in the region of origin and could be transferred independently of any other
license held by acompany. If a system of harvest share linkagesis established, each harvest share
would beregionalized by region of landing that led to the shareall ocation. So, aharvester could have
shares in multiple regions. A harvester with shares in multiple regions would be eligible to join a
single cooperative in each region. Each cooperative would be associated with the plant to which the
harvester delivered the most landings in the qualifying period.

141t aprocessor meetsthe threshold in total harvesting, but does not meet the threshold in any community, the
processor could beissued alicense for the community in which it processed the most landings.
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Community licenses

If asystem of plant-based processing licensesis established, aprocessor would receive alicensefor
each plant that meets the threshold processing requirements. That license could be used only inthe
community of origin.*® If asystem of regionalized harvest sharelinkagesis established, each harvest
share would be regionalized by region of landing that led to the share alocation. So, a harvester
could have sharesin multipleregions. A harvester with sharesin multipleregionswould beeligible
tojoin asinglecooperativein each region associated with the processing plant to which the harvester
delivered the most landingsin the region in the qualifying period. (Thiswould effectively create a
community linkage for cooperatives.)

Topic 10: Crediting of processing history

The Council motion contains the following provisions concerning the crediting of processing history:

3.1.2.2 Processor history would be credited to (and licenses would be issued to):
Option 1. Operator - must hold afederal or state processor permit.
Option 2. Facility owner
Suboption. Custom processing history would be credited to:
i the processor that physically processes the fish
ii. the processor that purchases the fish and pays for processing

Confidentiality protections, aggregation of dataacrossfisheries, and the unavailability of ownership records
limit the ability of staff to provide any detailed quantitative analysis of this provision. Consequently, the
Council should consider making a decisions on these provisions at this time.

Under thefirst provision, the Council would have the choice of crediting processing to either the owner of
thefacility or its operator. The provision would apply only if the owner of aprocessing facility differsfrom
the operator. The provision could affect either processing licensing (which requires processing in excess of
athreshold amount) or harvester/processor associations (which are dependent on the processor receiving the
majority of a harvester’slandings). Licensing could be affected if a processor does not meet the threshold
for licensing because of the crediting of history to another entity during the period of a lease. The
implications of the provision on both licensing and processor/harvester associations depend on whether
licenses and associations are determined at the facility level or company level and also on the specific
circumstances of the lease and the operation of the facility.

Arguments can be made for crediting either the owner or operator of afacility with thefacility’ s processing
history. From the standpoint of the operator of thefacility, the operator could be argued to have taken amore
active role in processing during the lease of a facility. In addition, if the Council chooses to establish
processor linkages (or associations) at the company level, landings at a leased facility could affect the
establishment of linkages. An operator of aleased facility that also owns another facility may collectively
have enough history to establish additional linkageswhen it iscredited with processing at the leased facility.
Ontheother hand, fromthe owner’ sstandpoint crediting history to the operator could deprive an owner (who
acquired substantial history in the facility purchase) of alicense for the facility. In addition, linkages with
vesselsthat have along history of deliveriesto a plant could belogt, if landings are credit to the lessee. In

131 aprocessor meetsthe threshold in total harvesting, but does not meet the threshold in asingle community,
the processor could be issued alicense for the community in which it processed the most landings.
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the end, the decision of whether to credit history to afacility owner or operator is policy driven. Both the
owner and operator can be argued to have made a significant investment in fish processing; one through the
ownership of afacility, the other through the active purchase, processing, and sale of fish.

A similar issue is whether the processing history arising out of custom processing is credited to the person
that purchased the fish or the person that processes fish. Both entities can be argued to have made an
investment in the processing industry and the fishery. The interests of these participants, however, differ.
One operates the plant undertaking the processing of the fish; the other purchases the fish and sells the
product onward. Specific implications of this provision cannot be estimated because of the aggregation of
data in processing reports. As with the decision of whether to credit history to the owner or operator of a
facility, the decision of whether to credit landings to the purchaser or processor of fish isamatter of policy.

Topic 11: Cooper ative member ship of processor affiliated vessels

Section 4.2.1.1 contains the following provision as a suboption:

| Suboption 3. Processor affiliated vessels may join coops. I

Since most of the program alternatives under consideration are mandatory cooperatives, theinclusion of this
provision as a suboption is inappropriate. If a mandatory cooperative program is adopted and processor
affiliated vessels are not permitted to join cooperatives, these vessels would not be able to receive annual
harvest allocations. In avoluntary cooperative program, a processor’ s negotiating leverage with respect to
its own vessels would be limited since cooperative formation and membership is voluntary. In avoluntary
cooperative program, exclusion of processor owned vesselsis likely to only limit the ability of the fleet to
achieve efficiencies through voluntary associations. Unless some other interest is intended to be protected
by this provision, the provision should be an element of any cooperative program without option.

Topic 12: Processor linkages for harvest shares

Section 3.1.1.2 of the motion contains the following provision concerning the linkage of catcher vessel
harvest shares:

3.1.1.2 Linkage:
Option 1. A harvester's processor linked shares are associated with the qualified fixed or trawl closed class
large or small processor to which the harvester delivered the most pounds of groundfish during
Option 2. thelast __ yearsof the harvester allocation base period.
i. 1
ii. 2
iii. 3

If the processor with whom the harvester isassociated with isnolonger operating, the harvester iseligible
to deliver to any qualified processor.

The last sentence of this section would allow a harvester that would associate with a defunct processor to
deliver landingsto any qualified processor. The Council should clarify whether any association would arise
relativeto these sharesor if they areintended to be shareswithout processor association in perpetuity. If the
sharesare not associ ated with aprocessor, the harvester may not be eligibletojoin acooperative (which may
berequired for the harvester to receive exclusive shares). A potential way to addressthisproblemisto alow
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the harvester that would be associated with a defunct processor to join any cooperative in the first year of
the program, provided that on joi ning acooperativethe harvester's sharesbecome subject to the samelinkage
of any other shares of the cooperative.

Topic 13: Penalties for moving between linked processors

The Council motion contains the following options concerning penaltiesfor moving linked sharesfrom one

3.1.1.3 Pendlties for moving between linked processors

Option 1. No share reduction for moving between processor year to year

Option 2. Share reductions of 10-20% each time a harvester moves to a different linked processor for:
i 1 year
ii. 2 years
iii. 4 years

The share reduction shall be redistributed to:
i The shareholders in association with that processor that the shareholder left (if it continuesto exist).
ii. To all cooperatives in the sector on a pro rata basis. (applies if mandatory cooperatives)
Option 3. Penalty to move depends on the amount of open access B share fish. Vessel leaves A share for one
year.
Suboption: Penalty appliesto both A and B shares.

Closed A shareclass Open B share class Penalty on total amount Ratio of penalty on A
of A and B shares sharesto B shares
90% 10% 10% 9:1
80% 20% 20% 4:1
70% 30% 30% 7:3
60% 40% 40% 3:2
50% 50% 50% 11
Option 4. One year penalty in open access.
Option 5. No penaty. Movement allowed only upon agreement between Coop members and affiliated
processor.

processor to another:

The motion provides two potential types of penalties for the movement of shares between processors.’ In
addition, the motion contains provisions that would have no penalty for the movement of shares and atotal
prohibition on the movement of shares. The Council should consider whether the no penalty option and the
no movement option are reasonable alternatives. In the case of the no penalty option, one may question
whether the administrative burden of developing an elaborate system of linkages is appropriate, if the
linkages are binding in no way. The option that would prevent any movement of shares might be considered

16 Under the current alternatives, thiswould apply only to the movement of shares between cooperatives. The
only provisions for an exclusive (or protected) share allocation iswithin a cooperative.
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unreasonable, if the Council intends any processor competition for landings of A sharesor the devel opment
of efficienciesin A share landings under the program.

In considering the two different penalty provisions, the Council should consider its purpose for establishing
penalty provisions and the potential effects of the different options. The share reduction penalty should
providearelatively clear and predictabl eindication to harvestersand processors of the cost of the movement
of sharesthat will allow the harvest share holder and both of the processors involved to determine whether
to bear the cost movement and the cost of preventing the movement. For example, if aharvester isfaced with
the opportunity to relocate to adifferent processor, the cost of a share reduction penalty would beits|oss of
returns on that year’ s of the penalty amount. For a harvester to make the move it must believe that the new
processor will pay an ex vessel pricethat will compensatefor the penalty. Thismay takeafew yearsor could
be accomplished by the processor paying a bonus in the first year to cover the cost of the penalty to the
harvester. For the processor that istrying to attract the harvester, the cost of establishing the new linkage are
payments (either ex vessel prices or aone year bonus) that are higher than that of its competitor by enough
to cover the one-year penalty. To the processor that may lose the share linkage, the cost of keeping the
harvester is the payment of an ex vessel price that is not so far below the price of the competitor’s that the
one-year penalty would be compensated for by the competitor.

The open access penalty has an entirely different structure that makes it far less predictable. If the open
accessfishery has several participantsthat are moderately successful in an open accessfishery, avery good
competitor in an open access fishery may face a very limited penalty for a year in the open access.
Participantsin the open access are likely to be less efficient, but it is possible that a competitive participant
may be ableto make up for theloss of efficiency through increasing harvests. On the other hand, if the open
accessfishery has many competitive participants, aharvester that is accustomed to working in acooperative
may perceive alarge penalty for participating in the open accessfishery. This participant islikely to suffer
aloss of efficiency and aloss of catch to harvesters that are geared toward participation in an open access
fishery. Thereduction of the bycatch allocation to the open access will increase the penalty in fisheries that
are constrained by their bycatch allocations. Bycatch could also be amuch greater constraint on harvestsin
the open access fishery where harvesters race for catch during a potentially limited season. The penalty of
requiring ayear in an open accessfishery, however, cannot be predicted and may vary over time and across
sectors. In some years with few open access participants, the penalty could be minimal. In other yearswith
several competitive participants, thepenalty could begreat. Partici pation and competitivenessof participants
islikely to vary across sectors. In addition, the penalty islikely to vary substantially across share holders.
Share holdersthat are able to effectively compete in the open access are likely to face a substantially lower
penalty from an open access year than share holders that are less able to compete.

A second issue that arises in considering whether an open access penalty is workable and reasonable is
whether some harvesters may be able to use gamesmanship to take advantage of the open access. For
example, a harvester may choose to move small quantities of shares through the open access from year to
year to enable participation in the open access. If any share holder that has shares in the open access is
permitted to fish the open access, it ispossible that some participants may usethe open accessin thismanner.
By moving sharesafew sharesthrough the open access, the harvester will havetheright to participateto the
detriment of those harvesters attempting to use the open access asintended. One alternativeto overcomethis
problemisto require that a harvester move all of its shares through the open access. Under this approach,
al of aharvester’s shareswould be effectively blocked, so that all movement and transfer of shareswould
beall-or-nothing.'” Using thisstructure, however, islikely to prevent the realization of efficienciesunder the
program. asharvesterstry to reconfigurefromtheir initial all ocationsto devel op agood working multispecies

¥ In the absence of blocking shares, the ability of harvesters to use holding companies
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portfolio of shares. Since some of these trades may be required to be across cooperatives (and processors)
arulethat prohibits division of initial allocations may not be workable for accomplishing this end.

Topic 14: Cooperative Formation and Rules

Severa provisions in the Council motion together define the rules for cooperative formation, movement
among cooperatives, and participation in the fisheries inside and outside of cooperatives. These provisions
together are likely to impact the internal rules of the cooperatives, which in turn will affect the return that
different participantsareabletorealizefromtheir allocations. If theseprovisionsarenot carefully devel oped,
some participants may be inadvertently affected by differences in negotiating strength across members of
acooperative. For example, inacooperative composed primarily of pollock fishermen, acod fisherman could
havelittleleveragefor changing rulesto reasonably accommodate cod fishing. In the extreme, share holders
with little or no direct activity in fisheries could control the harvests of active participants, if the active
participants have no reasonabl e alternative to joining acooperative. In considering rules, the Council should
be wary of rulesthat create incentives to modify share holdings. A rule that requires 90 percent of eligible
share holders'® for cooperative formation may create an incentive for a single share holder to subdivide
holdings among hisfriends and family toimpose hiswill on other eligible share holders. This section briefly
reviews some of the rules that govern cooperatives and raises several questions concerning the interaction
of different influences. In assessing the options, the Council should consider whether adequate information
is provided here to make decisions concerning which rules should be advanced and whether additional
provisions should be added that might enable the Council to better balance interests of participants.

In analyzing the rules governing cooperatives, it is necessary to consider the different alternatives under
consideration. For catcher vessels, these include voluntary cooperatives, mandatory cooperatives with a
closed class of processors, and mandatory cooperatives with processor linkages. For catcher/processorsthe
only alternatives are in the form of mandatory cooperatives. Each of these alternativesis discussed in turn.
Before examining the details of the different alternatives, development of afew general concepts can help
frame the discussion.

In general, the assessment of the relative power of participantsin acooperative depends on several factors.
These determinants of negotiating strength can be generalized to two categories, internal and external.
Internal effectsare generated by the rulesgoverning cooperatives, such asrulesof cooperativeformationand
any rulesthat define membership. External effects, which areequally important, are generated by the outside
options available to a harvester that chooses not to join a cooperative. For example, a person’s negotiating
leverage with respect to another is highly dependent on the ability to walk away from a transaction and
pursue other opportunities. In the context of these cooperatives, the harvester’ s negotiating strength with
respect to members of a particular cooperative depend on the ability of the harvester to choose not to join
the cooperative and remain in thefishery. In the discussion that follows both internal and external affectsare
considered.

Voluntary cooperatives

A voluntary cooperative program is one in which harvesters receive an exclusive alocation (i.e., IFQSs)
regardless of cooperative membership. A voluntary cooperative programisunder consideration for the*low
producing” fixed gear sector under aternative 2. Since a harvester may choose to fish IFQsin avoluntary
cooperative program, the negotiating strength within a cooperative is of less concern. If a cooperative
arrangement is not in the harvester’ s interest, the harvester has several options, including joining another

18 Changing the wording from “the holders of 90 percent of eligible shares’ to “90 percent of the holders of
eligible shares’ substantially changes the incentives.
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cooperative, forming another cooperative, and fishing IFQs. As a consequence, members of a cooperative
derive little negotiating |everage with respect to others from the rules that govern cooperatives.

Mandatory cooperatives with processor linkages

In a mandatory cooperative structure, a harvester will receive an exclusive alocation only by joining a
cooperative. In a mandatory cooperative structure with processor linkages, a harvester would receive an
exclusive alocation only by joining a cooperative that is associated with a particular processor. Such a
structure would apply to trawl catcher vessels under alternative 2 and all catcher vessels under alternative
3.

Under this structure, a harvester’'s may have a few outside options. Depending on the alternative, the
harvester may be able to elect to participate the open access fishery. The harvester may also be able to
change cooperatives. This change of cooperatives could have different consequences for the harvester
depending on the alternative and the circumstances. If the Council chooses cooperative rules that result in
asingle cooperative associated with a processor, movement between cooperatives would require changing
processors. Having a single cooperative associated with a processor could occur under either of the
applicable options governing formation.*® Under thefirst applicable option, at least 50 percent of the shares
eligible for a cooperative must be held by members for cooperative formation (Section 4.2.2, Option 4).
Under thisrule, only one cooperative could be formed in association with each processor. Under the second
applicableoption, four distinct harvest share holderswold berequired for cooperative formation. Under this
rule, some small processors might have a single cooperative. In either instance, if a separate cooperative
associated with the processor cannot beformed, aharvester’ soutside option to participating in acooperative
would beto moveto acooperative associated with adifferent processor. These movementswould be subject
to either a share reduction penalty or a penalty year in the open access fishery. Asaresult, the cooperative
could have substantial leverage in dealing with minority members, unless other aspects of the program
provide minority members with negotiating strength.

One reasonable protection that could mitigate harm to minority cooperative membersistorequire
that a cooperative accept membership of any eligible participant subject to the same terms and
conditions that apply to other cooperative members. A provision of this type isincluded in the AFA
cooperative program.?* This provision, in and of itself, may be inadequate for protecting minority interests
particularly if participants have very different portfolios of harvest shares. For example, a cooperative
agreement’ srulesmay apply the sameto cod fishermen and pollock fishermen, but the rules could favor one
group of fishermen over the other.

Rules that govern cooperative formation also could mitigate the potential for minority interests to be
subsumed by amajority in acooperative. Adoption of arulethat requires holdersof 50 percent of theeligible
harvest shares for cooperative formation would allow the creation of a cooperative by holder’s of that
maj ority subject to rulesvery favorableto that majority. The rulesgoverning formationwould prevent others
eligible for the same cooperative from forming a separate cooperative associated with the same processor.
On the other hand, if a cooperative isrequired to have 90 percent of the shares eligible for the cooperative

19 Two of the rules governing formation of cooperatives are sectoral rulesthat do not apply to processor linked
cooperatives.

20 processors that are associated with a cooperative that asserts this leverage over minority members could be
harmed, if minority members move between cooperatives.

% See AFA, section 210(B)(2).
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for formation, the holders of the majority of shares would be unable to meet the threshold if they establish
rules that are unacceptable to more than 10 percent of eligible shareholders. Although a high threshold for
cooperativeformation could protect minority members, setting athreshold too high could create difficulties.
For exampl e, ahigh threshold could prevent cooperative formation altogether, if some eligible membersare
determined to fish in the open access regardless of the terms of the cooperative agreement. Similarly, ahigh
threshold could provide a small minority with excessive leverage in negotiating terms of the cooperative, if
alarge majority of members would require its consent for cooperative formation.

The alternative rule governing cooperative formation - the rule that requires four distinct harvesters for
cooperativeformation - would provideharvesterswith substantial flexibility intheformation of cooperatives.
Severa cooperatives could be formed in association with a single processor, if eligible share holders have
difficulty reaching compromises concerning harvest of shares. Although efficiencies in harvesting and
management could be sacrificed if very many cooperatives are formed, the interests of the different share
holders are less likely to be jeopardized by a cooperative majority.

Mandatory cooperatives with a closed class of processors

Under this alternative, a cooperative would receive an exclusive annua alocation based on its members
harvest share holdings. Cooperatives would be required to deliver a specified percentage of harvests to
processors in a closed class. This structure could apply to trawl catcher vessels and would apply to “high
producing” fixed gear catcher vessels under aternative 2.

Under this structure, participants could have afew outside optionsto joining acooperative. First, to have a
reasonable working system of cooperatives, this structure might best support several cooperatives. In the
current options for cooperative formation, only the requirement of 4 distinct shareholders would allow
multiple cooperativein each sector (4.2.2, Option 1). Assuming that thiscriterion for formation isused, then
several cooperatives could be formed in any sector. Since the only éligibility criterion would be share
holdings, aharvester would be ableto join one of several cooperativeslimiting the ability of any cooperative
to impose unfair or onerous terms for cooperative members.?

Mandatory cooperative for catcher/processors

Under both alternatives 2 and 3, catcher/processors would be subject to a mandatory cooperative program
that would require cooperative membership for an exclusive alocation. In the current motion, all
catcher/processors appear to be treated as a single sector under alternative 2. Under alternative 3,
catcher/processors would be separated into three sectors based on gear type - trawl, longline, and pot.

The ability of a majority in a cooperative to exert unfair negotiating leverage over minority members will
vary with the rules adopted for cooperative formation and the rules governing the open access fishery. If a
ruleisadopted that requires amajority or more of the harvest share holders or harvest shares, aharvester in
this sector would not have the ability to move among cooperatives in the sector.?®

2 A harvester would also have the ability fish in the open access fishery, although the bycatch reductions and
uncertainties of the open access fishery limit its appeal.

2 Depending on the alternatives defined by the Council, an alternative to cooperative membership could be
participation in the open access fishery. As noted earlier, any bycatch reduction, the level of competition, and the
circumstance of theindividual harvester will determinethe extent to which the open accessfishery isareasonable option
for a harvester faced with an unreasonable cooperative agreement.
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If the Council instead adopts a rule that requires 4 distinct share holders for cooperative formation, a
catcher/processor could either join another existing cooperative or attempt to form a separate cooperative,
if the rules of a cooperative are viewed as unfair. The extent of opportunitiesin this case could depend on
whether catcher/processors are considered a single sector or separated into three sectors by gear type. Pot
catcher/processors might have only one or two cooperatives becausefew catcher/processors participatewith
pots. In any case, additional opportunity for participation in a cooperative would result since each sector
could support multiple cooperatives.

Topic 15: Processor caps

The Council motion contains provisionsthat would limit theamount of harveststhat aclosed class processor
can process (see section 3.1.2.4). The motion also contains provisions that prohibit the ownership of small
processor licenses by the holders of large processor licenses and fixed gear licenses by trawl/fixed gear
license holders (see section 3.1.2.6). The motion, however, contains no provision that limits stacking of
licensesmoregenerally (i.e., no processor may hold morethan ___licensesthat support the same processing
activity). Such a provision may be important for ensuring competition and providing for entry to the
processing sector, particularly if the Council pursues optionsthat segment the market for landings by region
and gear type. If afew processors hold all of the licensesfor aregion, they could control the market with no
possibility for entry or competition from new entrants.

Topic 16: Crediting trawl harvests from SEO in the WYAK  allocation

Section 2.1 contains the following bullet:

Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the

calculation of WY AK allocation

Staff assumes that the Council intends this allocation to credit history of trawl vessels that participated in
SEO, who have been displaced by the trawl closure in that area, which began in April of 1998. One
interpretationisthat trawl vessel swill be credited catch history for target speciesin SEO prior to the closure.
All pounds of target species harvested in SEO would be counted asif caught in WY AK. Bycatch allocations
to these trawl vesselsin WY AK would be made in accordance with the rules for allocating bycatch, but
would not consider bycatch harvestsin SEO. In other words, since bycatch all ocations are determined based
on bycatch ratesinthedifferent target fisheries, thetrawl bycatch rateswould be cal cul ated based on bycatch
in WY AK (not counting any SEO bycatch). Any trawl vessels that receive atarget allocation in WY AK
(including those that receive an allocation based on credited trawl harvests in SEO) would be allocated
bycatch in WY AK based on the trawl bycatch ratein WY AK. If the reference to shortraker/rough eye and
thornyhead isto be interpreted differently, the Council should advise staff of itsintention.

Topic 17: Individual and vessel caps

Section 2.3.3.7 of the Council motion containsthefollowing provision concerningindividual and vessel use
caps:
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2.3.3.7 Separate and distinct harvest share use caps

Vessel use caps on harvest shares harvested on any given vessel shall be set at two timestheindividual use cap for
each species. Initial issuees that exceed the use cap are grandfathered at their current level as of a control date of
April 3, 2003; including transfers by contract entered into as of that date. Caps apply to all harvesting categories
by species with the following provisions:

1. Apply individually and collectively to al harvest share holdersin each sector and fishery.
2. Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):

i. Trawl CV and/or CP (can be different caps):
Use cap based at the following percentile of catch history for the following species:
(i.e., 75th percentile represents the amount of harvest shares that is greater than the
amount of harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish,
flathead sole, Arrowtooth flounder, northern rockfish, Pacific ocean perch,
pelagic shelf rockfish
Suboption 1. 75 %
Suboption 2. 85%
Suboption 3. 95 %
ii. Longline and Pot CV and/or CP (can be different caps)
based on the following percentiles of catch history for the following species:
Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if
Greenland turbot is targeted), northern rockfish
Suboption 1. 75 %
Suboption 2. 85%
Suboption 3. 95 %
3. Conversion of CP shares:
i CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.
ii. Capswill be applied to prohibit acquisition of sharesin excess of the cap. Conversion
of CP sharesto CV shares aone will not require a CP shareholder to divest CP shares
for exceeding the CP share cap.

Theprovisionisconfusing for afew reasons. First, including the vessel cap provision prior to theindividual
caps, which are used to define vessel caps, is confusing. Staff suggests that the vessel use cap provision be
moved to the end of 2.3.3.7. Second, the provision concerning grandfathering of initial alocationsis prior
to the individual caps, suggesting that the grandfather provision may not apply to the individual caps. This
provision should bethe last sentencein the section, if it isintended to apply to both individualsand vessels.
Also aparenthetical "( individual or vessel)" would clarify thisissue. Third, adding the words "Individual
use" to the beginning of the third sentence will clarify that the numbered paragraphs (1-3) are intended to
definetheindividual use caps. Theresult of these three changesis shown in Section 2.3.3.7 of Attachments
A2 and A3.

In addition, Council should clarify with staff how the use caps are to be interpreted and applied across
sectors. Specifically, the Council should specify whether caps are to be applied within each sector (i.e., the
high producing fixed gear catcher vessel shares capswould be calculated and applied as a percentage of the
pool of high producing fixed gear catcher vessel shares). In addition, if transfers of shares across sectorsare
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permitted, the Council should specify whether those transfers would affect the application of caps (i.e.,
should provisions similar to those in 3 be developed for transfers across gear types).

Topic 18: Responsibility for harvests

Section 2.5.1 of the motion contains the following three provisions concerning responsibility for harvest of
alocations of hook and line and trawl entities:

251  Accounting of Halibut Bycatch
Pot vessels continue their exemption from halibut PSC caps.
Hook and line and trawl entities

Option 1. Same as that under |FQ sablefish and halibut programs

Option 2. Cooperativeswould be responsible for ensuring the collective halibut bycatch cap was
not exceeded

Option 3. Individual share or catch history owners would be responsible to ensure that their

halibut bycatch allotment was not exceeded

Theintent of some of these provisionsisunclear. The pot vessel exemption from halibut PSC limitsisclear.

Theintent of option 1 isunclear. It isassumed that thisisintended to either continue certain aspects of the
status quo for or extend some aspect of the status quo to hook and line and/or trawl gear. The Council should
be explicit concerning the options that staff should analyze for the different gear types and participants. If
the provisions apply differently to the different gear types, the provision might be clearest if trawl is
separated from hook and line. In addition, sablefish IFQ holders could be separated from other hook and line
participantsfor clarity. Possible interpretations are that current management of halibut should be continued
for:

a) sablefish IFQ holders and/or
b) al hook and line participants in the Gulf and/or
¢) trawl participantsin the Gulf.

Sablefish fish IFQ holders are currently exempt from limitations on halibut bycatch, although an estimate
of that fisheries halibut bycatch is accounted for in setting the halibut TAC. Other longline harvesters are
allocated halibut PSC, which is monitored inseason using observer data. This management could continue.
Alternatively, bycatch of PSC halibut by longline participants(including or excluding sablefish IFQ hol ders)
could be managed by allocation of shares of PSC halibut. Under this approach, PSC halibut allocations and
management could be as described in 2.5 and its subsections.

For trawl participants, the current management coul d be continued under which trawl vessel shalibut bycatch
ismanaged by an allocation of halibut PSC. Alternatively, halibut bycatch by trawl vessel scould be managed
by the alocation of PSC quota, as described throughout 2.5.

TheCouncil should consider restatingtheoptionsexplicitly, separ ating the optionsby gear and fishery
to the extent that the options are differ across participants.

Options2 and 3intheir current formarelikely unnecessary. The second bullet of Section 4.3.1 providesthat
the cooperative would management and be responsible for harvest of a cooperative's alocation and the
cooperative members are jointly and severally liable for the harvests. Given joint and several liability
provided for by the second bullet in section 4.3.1, the cooperative and its members (including the individual
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share holder) are each responsible for the harvests. In an IFQ aternative (without cooperatives), the
individual share holder would always be responsible for individual harvests. In either case, the intention of
the optionin 2.5.1 seems redundant with provisionsthat govern all catch (including halibut PSC harvests).
Inclusion of thesetwo options suggest that liability for halibut PSC harvestsis subject to different rulesfrom
other target and bycatch harvests. Unless different rules are intended to govern PSC harvests, options 2 and
3 should be omitted.

Section 2.5.5 of the motion contains the following provision concerning the retention of halibut caught by
longline:

255 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial fishery, and from
end of commercial fishery through December 15.

Option 1. retention is limited to (range 10-20%) of target species
Option 2. permit holder must have sufficient harvest shares (or IFQ) to cover landing

This provision appears to be directed toward permitting halibut landings outside of the current halibut
seasons. In considering this aspect of the program, the Council should bear in mind that permitting holders
of halibut longline PSC sharesto retain halibut will likely result in achangein the allocation of that species
to the halibut fishery and the Gulf groundfish fisheries. In light of that prospect, the inclusion of the IFQ
reguirement as an option (as opposed to having the provision as amandatory part of a provision for halibut
retention) is unclear. The Council might consider including option 2 asarequirement (rather than an
option), unlessit intends to change the halibut allocation to the Gulf groundfish fisheries.

Onitsfaceaprovision that permitsretention of halibut bycatch that would otherwise be discarded has appeal
for its potential to reduce mortality. This provision, however, is not without complication and could create
some unintended incentives. The Council should consider that any provision to permit halibut retention
outside of the current season will require approval of the IPHC. Whether the IPHC would grant such an
approval isuncertain.

Second, permitting retention of halibut bycatch could also increase the cost of accounting in the halibut IFQ
program and change rules governing overages, underages, and transfers. RAM Division requiresaminimum
of approximately 5-6 weeks between seasons to reconcile overages, underages, and sharetransfersandissue
IFQs for the upcoming season. Any provision that would permit retention of halibut in the period between
annual seasonsislikely to disrupt thisaccounting system. Althoughit is possibleto develop asystemfor the
reconciliation of accountsif retention of out of season halibut bycatch is permitted, substantial additional
accounting costsarelikely to beincurred and limitations on harvests and transfers arelikely to be necessary.
The Council should question whether thisadditional cost and the significant modificationsto the halibut and
sablefish IFQ program are appropriate for the retention of halibut bycatch during this brief period between
seasons. In addition, sincethe halibut season isclosed during thisperiod, it ispossiblethat some participants
intherationalized Gulf fisheriesmay top off with (or make minimal effort to avoid) halibut to take advantage
of the constrained market when prices might be highest. Even if a harvester does not top off with halibut
during thistime, the harvesterswith the highest bycatch amounts coul d receive the greatest economic benefit
from out of season high prices, while the entire fishery bears the additional management cost.?*

24 Unless otherwise specified by the Council, the increased accounting costs would be derived from the cost
recovery program. As a consequence, the added cost arising out of the out of season bycatch retention would be born
by the entire fleet, not only those that receive the potential benefit of the retained harvests.
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Topic 19: Sdeboards

The Council motion contains the following sideboard provisions in section 2.12:

2.12 Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by the
GOA rationalization program allocations upon implementation.

Participantsin the GOA rationalized fisheriesarelimited to their historical participation based on GOA rationalized
qualifying yearsin BSAI and SEO groundfish fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other federally
managed open access fisheries in excess of sideboard allotments.

Participantsin the GOA rationalized fisheries are limited to their aggregate historical participation based on GOA
rationalized qualifying yearsin BSAI and SEO groundfish fisheries.

The second provision and the fourth provision are very similar. Typically, harvest sideboards have been
imposed on aggregate harvests, asindividua limits are too difficult and costly to enforce. One of those two
sentences should beremoved unlessadifferenceisintended. In addition, the Council should consider adding
sideboards for the Gulf jig fishery, which will not beincluded in the rationalization program.

In addition, the Council should also consider whether sideboardsfor SEO groundfish are appropriateif the
Council intends to include an allocation of bycatch to participants in the Gulf groundfish fisheries.

Topic 20: Owner on board requirements and vessel length categories

The Council motionincludesthefollowing provision concerning owner on board requirementswith possible
vessel length categories:
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2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

i. All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessdl to fish sharesinitially issued as "owner on board" shares. This exemption applies only to
those initially issued harvest share units.

Suboption 1. No owner on board restrictions.

Suboption 2. A portion (range of 5-100%) of the quota sharesinitially issued to fishers/
harvesters would be designated as " owner on board."
Suboption 3. All initial issuees (individual and corporate) would be grandfathered as not being required to
be aboard the vessel to fish shares initially issued as " owner on board" shares for a period of 5 years after
implementation.
Suboption 4. Shares transferred to initial issueesin the first 5 years of the program would be considered
the same as shares initially issued (range of 5 -100% of the quota shares). See above NOTE
Suboption 5. "Owner on board" shares transferred by initial issuees, after the grace period, would require
the recipient to be aboard the vessel to harvest the IFQ.
Suboption 6. In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of "owner on
board" quota shares may, upon documentation and approval, transfer/lease his or her shares a maximum period
of (Range 1-3 years).

ii. Vessel categories for owner on board reguirements
Option 1. No Categories
Option 2. Vessel Categories as follows
Vessels < 60
Vessels>= 60" and < 125'
Vessels >= 125'

The provision contains arange of possible owner on board requirements. Prior to completion of the EIS, the
Council will need to decide specific owner on board requirementsand the sharesto which thoserequirements

will apply.

The application of owner on board designations under Part i. are not entirely clear. Specificaly, the
interactions of suboptions 4 and 5 with the suboption 2 raises some questions concerning the share
designations. Suboptions 2 would create owner on board requirements Under Suboption 2, some percentage
of eachinitial allocation would be designated as“ owner on board” shares, whilethe remaining shareswould
not have the owner on board designation. This suggeststhat a share holder could buy or sell sharesthat have
the designation independently. Over time, some persons might hold all owner on board shares; others might
hold all shareswithout that designation. Suboption 4, however, providesthat shares purchased by aninitial
issueein thefirst 5 years would be designated the same as sharesinitially issued (i.e., the same percentage
of purchased shareswould be subject to the owner on board designation astheinitial allocation). Onitsface,
this provision would result in the redesignation of shares on transfer, but only in the case of purchase by an
initial issuee. Consider an examplein which the Council decidesto designate 50 percent of each allocation
asowner on board. If a persons sold 100 shares with the owner on board designation to an initial issuee, 50
of those shares would have the owner on board designation removed. Similarly, if aperson sells 100 shares
without the designation to aninitial issuee, 50 shareswoul d beredesignated asowner on board. Theintention
of the provision could be to apply the grandfathering provision in theintroduction of i. to only those shares
initially alocated (and not to shares purchase by intial issuees). If this is the intention, suboption 4 is
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unnecessary, since the grandfather clause providesthat its exemption applies only theinitial allocation and
not to transferred shares. If the provision isintended to serve some other purpose, that intention should be
clarified. Suboption 5 suggests that the owner on board exemption appliesto all shareholdersin thefirst 5
years. Thisappearsinconsistent with all of the other grandfather clausesin the section. The provision isnot
necessary and can bedel eted, unlessitisintended to somehow modify some of thegrandfathering provisions.
Staff has proposed a clarification to this provision in Attachments A2 and A3.

Part ii. of this section contains possible vessel categories to which the requirements would apply. The
categoriescreated would be based on vessel length only. Thisprovisionistheonly referenceto vessel length
inthe Council’ smotion. The reference creates some confusion concerning the possi bl e application of vessel
length categories to shares. The Council should clarify:

. If shares are categorized by vessel length, would the length designation be based on the LLP
designation.

. Would those vessel length designations limit the ability of a vessel owner to use the shares on a
vessel of adifferent length (or smply create owner on board requirementsfor the use of the shares).

. If vessel length designations are intended to be created, the Council will need to specify the rules

governing use of shares. For example, could shares from a vessel category be used on a smaller
vessel. (Under the LLP, licenses can be used on a vessel smaller than the MLOA.) If those shares
are used on a smaller vessel, would owner on board requirements applicable to the shorter vessel
length apply and would the shares be redesignated permanently for use on the shorter vessel length.
. How would the vessel length requirements interact with cooperative rules and formation
requirements under the different alternatives. Would shares of different vessel length categoriesbe
permitted in a single cooperative. If so, how would the use of the shares be limited by the vessel
length rules and owner on board rules. If these provisionsareintended to apply only to IFQ program
alternatives, the introduction could limit the application of the provision to the “low producing’
fixed gear vessels under aternative 2, the only sector that would be subject to an IFQ program. The
provision could also be applied to halibut and sablefish IFQ holders that receive allocations.

The Council should clarify any rulesrelated to vessel length.
Topic 21: Leasing provisions

Section 2.3.3.6 of the Council motion contains the following provision concerning the leasing of shares:

2.3.3.6 Leasing of QS ("leasing of QS" is defined as the transfer of annual |FQ permit to a person who is not
the holder of the underlying QS for use on any vessel and use of IFQ by an individual designated by the QS
holder on avessel which the QS holder owns less that 20% -- same as "hired skipper" requirement in
halibut/sabl efish program).

Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel
upon which a designated skipper fishes the IFQ).

Option 2. No leasing of CP QS (QS holder must be on board or own at |east 20% of the vessel
upon which a designated skipper fishes the IFQ).

Option 3. Allow leasing of CV QS, but only to individuals eligible to receive QS/IFQ by
transfer.

Option 4. Allow leasing of CP QS, but only to individuals eligible to receive QS/IFQ by
transfer.

Option 5. Sunset [CP - CV] QS leasing provisions [3 - 5 - 10] years after program

implementation.
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Theleasing provisionsappear to bedirected toward the same end asthe owner on board provisions of section
2.3.3.8 of the Council motion. The Council might consider whether its purpose could be served by including
only one of these provisionsin an alternative.

Options 3 and 4 do not serve an obvious purpose. These provisionswould permit leasing of sharesto anyone
that iseligibleto receive shares. In the absence of a prohibition on leasing, persons eligibleto receive shares
would be permitted to |ease shares. Since personsineligible to receive shares could not lease sharesin any
case, these options might not be necessary.

If the Council electsto include leasing prohibitionsin an aternative, the application of the options should
be clarified. The Council should specify whether the provisions apply to al vessels and sectors or whether
the provisions would apply only to certain sectors (i.e., “low producing” fixed gear shares or halibut and
sablefish IFQ holders). In addition, if the provisions are applied to sectorsthat are governed by cooperative
programs, the application of the provisions to shares fished by cooperatives should be specified.

Topic 22: Deliveries to catcher processors

Section 2.3.3.12 of the Council motion provides:

2.3.3.12 Processing Restrictions
Option1. CPsmay buy CV fish
Suboption. 3 year sunset
Option 2. CPswould be prohibited from buying CV fish
Option 3. CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.

The Council should clarify its intent in this provision. Specifically, the Council should clarify whether the
provision appliesto deliveries of harvest with A shares (designated for delivery to aqualified or associated
processor) and/or B shares (which can bedelivered to any processor). If the Council electsto limit deliveries
of A shares to catcher/processors that might prevent catcher/processors that have historically accepted
deliveries from catcher vessels from continuing that practice. Also, the Council should clarify whether
deliveriesof “low producing” fixed gear catcher vessel s can be made to catcher/processorsunder alternative
2. The Council should maintain consistency with section 3.1.1.1 of the Council motion, which providesfor
rules governing the delivery of B share landings (which can be delivered to any processor). That section
provides:

3.1.1.1 Closed class delivery requirements

Option 1: 50-100% of CV harvest share allocation will be reserved for delivery to:

i the linked qualified closed trawl or fixed class processor (or)

ii. any qualified closed trawl or fixed or large or small class processor
The remaining (50 -0%) CV harvest share allocation can be delivered to:

i any processor excluding CPs

ii. any processor including CPs

Option 2. Low producing vessels are exempt from closed class delivery requirements
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The second part of option 1 contains options that would prohibit or permit the delivery of B shares to
catcher/processors. In choosing appropriate options for this provision, the Council should be clear as to
whether “low producing” fixed gear catcher vessels would be permitted to deliver harvest to
catcher/processors.

Application of any rule that limits processing by catcher/processors will require that
catcher/processors be defined. Definition of this sector can be problematic because vessels used as
catcher/processors may also be used asfloating processors. For purposes of implementing this provision, the
Council must decide when avessel isacting as afloating processor, as opposed to a catcher/processor. The
current regulations that define catcher/processors and define the inshore and offshore components of the
GOA groundfish fisheries may be useful in developing an appropriate rule. Under the regulations, a
catcher/processor is a vessel that is used for catching fish and processing that fish. The regulations also
separate the TAC in the GOA groundfish fisheries between an inshore sector and an offshore sector.
Processingintheinshore sector islimited to shoreplants, stationary floating processors (which must operate
within State watersin a single geographic location during a season when processing pollock or Pacific cod),
and small processing vessel s (including catcher/processors and processorswhich arelessthan 125 feet LOA
and processlessthan 18 metric tons of pollock and Pacific cod per day). V essels may not participate in both
theinshore and offshore componentsin asingleyear, so the offshore component is defined as processors not
in the inshore component. The Council may wish to modify this definition if it intends to limit processing
by catcher/processors under the rationalization program.

Topic 23: Incentive fishery participation

The Council motion contains the following provision concerning participation in the incentive fisheries:

Eligibility to fish in the incentive fisheries
The unallocated QS for the incentive fisheries are available for harvest, providing the vessel has

adequate PSC and bycatch species and the vessel is a member of a GOA fishing cooperative.
Any quota holder qualified to be in a coop.

This provision is unclear concerning eligibility to participate in the incentive fisheries. The two lettered
paragraphs appear to be options, but the application of these options under the alternativesisunclear. Under
A, only cooperative members that have adequate PSC and bycatch are permitted to participate in the
incentive fisheries. Under aternative 2, this provision could prevent “low producing” fixed gear catcher
vessel share holders that choose not to join cooperatives from participating in the incentive fisheries. In
addition, halibut and sablefish IFQ holders that receive bycatch allocations would be excluded from the
incentive fisheries.

Under B, only halibut and sablefish IFQ holders that are not also considered part of the rationalization
program would not be permitted to fish the incentive fisheries. Under this provision, even members of the
open access fishery would be permitted to fish the incentive fisheries. Participation of open access
participants in the fishery, however, is not well-defined. Open access participants could be permitted to
harvest incentive species as long the open access fishery remains open and adequate PSC and bycatch are
available. A possible revision to this section is provided in Attachments A2 and A3.
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Topic 24: I ncentive fishery accounting

Section 2.6.2 of the Council motion provides:

2.6.2  Catch accounting for the incentive fisheries - Allocated QS and Incentive fishery quota

Option 1. Theindividual coop member's apportionment of the allocated incentive species QS
must be used prior to the individual gaining access to the incentive fishery
unallocated portion. The coop will notify NMFS when avessel enters the incentive
fishery quota pool.

Option 2. The coop's alocation of incentive species QS must be fished before gaining access
to the unallocated portion of the incentive species quotas. The coop members
through a contractual coop agreement will address catch accounting amongst the
coop members.

Option 3. For vessels not participating in a sector coop, the unallocated incentive species are
available for harvest once the non-coop sector's alocation of the incentive species
has been used or individual 1FQ holder's allocation of the incentive species has been
used.

Theseoptionsinthissection providethat aparticipantsall ocation of anincentive speciesmust befished prior
to gaining access to the unallocated portion of the incentive species TAC. Options 1 and 2 address
cooperative participation in the incentive fishery. Under option 1, an individual’s harvest of an incentive
speciesisdeducted from the incentive species TAC as soon astheindividual’ sallocation isharvested. This
would allow an individual to begin fishing off the unallocated TAC despite the individual’s cooperative
holding unused shares of the incentive species. Under option 2, a cooperative's entire incentive species
allocation must be used prior to harvest of an incentive species being deducted from the unallocated portion
of the incentive species TAC. Option 3 provides for accounting of incentive species for non-members of
cooperatives. Under this option, an individual would begin fishing off the unallocated TAC only after the
individual’s allocation of incentive speciesis harvested. This provision could be applied to participantsin
the“low producing” fixed gear catcher vessel share holdersunder alternative 2 and halibut and sablefish IFQ
holders under either alternative. No provision for the accounting of open access participants harvests from
the incentive fisheries is provided. A possible provision is included as option 4 in Section 2.6.2 of
Attachment A2 and A3.

Topic 25: Eligibility of halibut and sablefish IFQ holders

Section 2.4 of the Council motion provides:
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24 Allocation of Bycatch Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thornyhead rockfish.

i. Allocation of shares
Option 1. Allocate shares to all fishermen (including sablefish & halibut QS
fishermen) based on fleet bycatch rates by gear:
Suboption 1. based on average catch history by area and target fishery
Suboption 2. based on 75th percentile by area by target fishery
Option 2. Allocation of shareswill be adjusted pro ratato allocate 100% of
the annual TAC for each bycatch species.
Suboption 1. Other dope rockfish in the Western Gulf will not be
alocated, but will be managed by MRB and will go to
PSC status when the TAC is reached.
Suboption 2. Pro-rata bycatch reduction allowancesin open access
fisheries reduced from historical bycatch rates at :
i. 5%
ii. 10%
iii. 15%
Option 3. Bycatch allocations will be awarded to the owners of sablefish and
halibut QS, rather than the LLP holders.

Option 1 provides that fishermen, including halibut and sabl efish QS fishermen would be allocated shares.
Option 3 provides for the allocation of bycatch to “owners of sablefish and halibut QS, rather than LLP
holders.” The need for and intention of option 3 is unclear given that halibut and sablefish IFQ holders are
includedintheallocation under option 1. Theexclusion of LLPholdersfromtheallocationisvery confusing.
The purpose of option 3 should be clarified, unlessit is redundant, in which case, it should be deleted.

Topic 26 Halibut PSC transfer reductions and cooper atives

Section 2.5.3 of the Council motion provides:

25.3  Annud transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality

Halibut PSC harvest shares are separable from target groundfish harvest shares and may be transferred
independently within sectors. When transferred separately, the amount of Halibut PSC allocation would be
reduced, for that year, by:

Option 1. 0%
Option 2. 5%
Option 3. 7%
Option 4. 10%
Option 5. Exclude any halibut PSC transferred for participation in the incentive fisheries

The motion is not clear whether the reduction would apply to the transfer of halibut bycatch within a
cooperative. If the Council intends to exempt any use of members’ halibut PSC by a cooperative from the
reductions on transfer, the Council should explicitly provide for that exemption.
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Topic 27: Blocked shares

Section 2.7 of the Council motion provides:

2.7 Preserving entry level opportunities for P. cod
2.7.1  P.cod harvest share for H&L and pot lowest producer would remain "tied" to ablock of quota and
could only be permanently sold or transferred as a block.
Option 1. 10,000 pounds constitutes one block
Option 2. 20,000 pounds constitutes one block

2.7.2  Eligible participants would be allowed to hold a maximum of:

Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks

Suboption. Lowest producer harvest shares earned as a bycatch in the halibut sablefish
ITQ program would be exempt from the block program.

The provisions of the section raise several questions. Section 2.7.1 appearsto be intended to create ablock
program similar to the halibut and sablefish IFQ block program. This being the case, the shares allocated
would not remain tied to a block, but would be an inseparable block. The pound threshold for creating a
block could be interpreted in a few different ways. The most straightforward interpretation, which is
analogousto theinterpretationin the halibut and sablefish IFQ programisthat the all ocation would not result
in the allocation of more than the threshold number of pounds in the year the block program was adopted,
which was the year prior to the commencement of the program. The Council could either specify ayear or
use the last qualifying year as the basis for determining whether a share allocation would exceed the block
threshold.

In the halibut and sablefish program, the block threshold was applied on an person (meaning individual or
company) and areabasis. So, if the person receives an allocation in excess of the poundage threshold in an
area, that particular allocation would not be blocked. If the allocation to the person is below the threshold
in another area, that all ocation would be blocked. Thisapproach will simplify the application of therule, but
limits the analysis of the rule because of the lack of availability of ownership records.

The motion provides that the block program would apply to hook and line and pot “lowest producer”. This
provision isunclear since“lowest producer” isnot defined. Since pound thresholds are provided, thewords
“lowest producer” could beomitted. If some other meaningisintended, the Council should clarify itsintent.?

Section 2.7.2 providesfor limitations on the number of blocks aperson may hold. No optionisincluded that
would limit the holding of shares by holders of unblocked shares. I f the Council intendsto limit the block
holdings of holder s of unblocked shares, the Council should add a provision such as:
“any person may hold:
a) _ block(s) and any amount of unblocked shares or
b) __ blocks.”

Such aprovisionis similar to that of the block program in the halibut and sablefish IFQ program.

% |naternative 2, the Council could apply the*low producing” fixed gear catcher vessel definitionto determine
blocking of shares. Given the pound threshold, the “low producing” limitation is likely unnecessary and could be
inconsistent.
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Section 2.7.2 also includes a provision that would exempt shares earned as bycatch in the halibut and
sablefish IFQ fishery from the block program. Currently, no option for the allocation of target species
(including cod) to IFQ holdersisincluded in the Council motion. Unless the Council motion is revised to
provide for the allocation of target speciesto IFQ holders, this provision can be deleted.

Topic 28: Sate fisheries and data analysis

The Council motion contains the following provision concerning State fisheries:

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 1. Status Quo -Federal TAC taken in federal waters and in state waters, during a 'parallel’
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Option 2. Direct alocation of portion of TAC to fisheriesinside 3 nm.

No 'parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal zone (3 - 200 nm);
and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state water fisheries
representing a range of harvests that occurred in state waters. This could include harvest from the status quo
parallel fishery and the state waters P. cod fisheries. State waters fisheries would be managed by ADF& G
through authority of, and restrictions imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2. Limited to Western, Central GOA management areas and/or West Y akutat.

Option 3. Parallel fishery on afixed percentage ( %) alocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear restrictions, etc to be
imposed by the BOF).

Fixed allocation for:
Suboption 1. P. cod
Suboption 2. Pollock
Suboption 3. All other GOA groundfish species

Option 1 would retain the status quo. Thisoption could only beimplemented if the Council choosesto retain
the status quo in the federally managed fisheries. Otherwise, the harvest allocations under a rationalized
fishery could not be protected, if State water participants could harvest unlimited quantities of fish against
the federal TAC.

Option 2 would alocate the historic State water harvest (including both parallel fishery harvest and State
water cod harvest) to the State to support a State water fishery, which would be managed by the State.
Harvest of the remaining federal TAC would be in federal waters only and would be subject to the rules of
therationalization program. This option rai sesthe questions concerning the extent to which harvestsby LLP
holders and State water parallel fishery participants would be credited under the rationalization program.®

% Under section 2.2.2, Option 2, non-federally permitted participantsin the State water parallel fisherieswould
receive harvest alocations in the rationalization program for their State water parallel fisheries harvests.

S\MJIANE\GOA _Rationalization\copy4OctO3\GOA Alternatives Oct03 0918.wpd 43



Specificaly, if harvests from State waters (0-3 nm) during the parallel fishery are allocated to a State water
fishery, should the Council also alocate those harvests to an individual LLP holder or non-LLP parallel
fishery participant under the rationalization program. The Council could choose one of two approaches for
each of these groups of participants:

Under the rationalization program, LL P holders could be credited with:
1) al landings of harvests from all waters (federal fishery and State water parallel fishery (O-
200 nm)) during the federal season, or
2) only landings of harvests from federal waters (3-200 nm) during the federal season.

Under the rationalization program, non-federally permitted participants in the State water parallel fishery
could be credited with:

1) al landings from the State water parallel fishery (0-3 nm) during the federal season, or

2) no landings from the State water parallel fishery (0-3 nm) during the federal season.

In making thisdecision, the Council should bearinmindthat if (1) isselected for either group of participants,
State water harvests (0-3 nm) would be credited twice in determining allocations; once in making the
allocation to the new State water fishery and a second time in making the allocation to the individual LLP
holder or historic State water participant for use in the rationalized federal fishery. Depending on the rules
governing entry to the State water fishery, favoring one allocation rule over the other could be perceived as
more equitable. If arule limits participation of a harvester in the new State water fishery, including state
water harvests of that harvester in the federal fishery allocation would appear to be more justified. In
addition, the Council should also consider its objectives in rationalizing the fisheries and which of the
different allocation rules best serves those objectives.

The same allocation issues that arises under option 2 could also arise under option 3. Under option 3, a
specified percentage of the federal TAC would be allocated to a State managed fishery, which would be
prosecuted in State waters.?” Under this provision, both the magnitude and basis for determining the
magnitude of the allocation to the State fishery are unstated. The Council could consider severa factorsin
determining the extent of that allocation, including historical harvest patterns, allocations under the federal
rationalization program and the rules governing entry to the State water fishery. In any case, the alocation
islikely to depend on the Council’ s balancing its manifold objectives in rationalizing the Gulf fisheries.

The uncertainty concerning the scope of allocations to the federal rationalized fishery and the new State
water fishery and inclusion of participantsin share allocations or exclusions of historical participants under
limitations on entry in State fisheries complicate the analysis of the options. The data analysisis especially
complicated since these provisions interact with each other. To estimate individual allocations the analyst
must know the participants that will receive an allocation in the federal fishery and the harveststhat will be
credited in the allocation for the participant. Based on this information aone, the analyst can describe the
alocation, but only asashare of thefederal fishery. The analyst cannot describe the allocation as ashare of
thetotal TAC until the division of that TAC between the federal and State fisheriesis decided. In addition,
the analyst cannot provide any information concerning whether any participant or group of participants
would receive an allocation under the federal fishery (or have aharvest opportunity under the State fishery)
that is comparable to the historic harvests of that participant or group of participants. The fairness of an
initial allocation isoften argued to hinge on whether participants are ableto maintain harvests under the new
program that are comparable to historic harvest levels. Without more complete information concerning the

2" Option 3 issilent on whether participantsin the federal fishery would be permitted to harvest any fish from
State waters.
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allocation to State water fisheries and participation in those State water fisheries, analysts cannot determine
whether any participant’s access to harvests will be similar to historic levels.

Topic 29 “Target” and “ Bycatch” species

Throughout the motion, the Council hasused theterm “target” toidentify speciesthat will be allocated based
onindividual landings and “bycatch” to identify speciesthat will be allocated based on a percentage of the
average incidental catch. The use of the terms “target” and “bycatch” to identify these species has caused
consistent confusion among analysts working on this project and is likely to cause confusion for managers
and the public as the program is implemented.

Section 2.3 identifies target species as pollock, Pacific cod, deepwater flatfish, rex sole, shallow water
flatfish, flathead sole, Arrowtooth flounder, northern rockfish, Pacific ocean perch, and pelagic shelf
rockfish. Managerstypically refer to “targets’ asasingle speciesthat a harvester isattempting to catch over
some period of time (e.g., week) or activity (e.g., set, haul, or landing). Depending on the application,
different measures for determining targeting may be applied by managers. In any case, many of the species
listed as targets are often harvested incidentally by harvesters targeting another species. Use of the term
target suggests to some that allocations will be based solely on harvests made while targeting the species.
The Council, realizing that such an interpretation would be impossible to implement because of inadequate
records, has chosen to make all ocations of the speciesbased on all landingsof the“target” species, regardless
of whether the specieswasactually targeted. To avoid the confusion over whether |andingswould be credited
in allocations, staff suggests substituting the neutral term “primary” for “target” in the Council motion.

Section 2.4 identifies bycatch species as thornyhead, rougheye, shortraker, other slope rockfish, Atka
mackerel, and sablefish. The use of the term “bycatch” to describe these species has also caused some
confusion. Under the Magnuson Steven Act, “bycatch” is defined as “fish which are harvested in afishery,
but which are not sold or kept for personal use, and includes economic discards and regulatory discards. .
. (see Sec. 3. 104-297). Since the species the motion refers to as “bycatch” species are frequently landed
and processed, the use of the term “bycatch” is a misnomer under the MSA definition and islikely to lead
to additional confusion. Staff recommends that the Council use the term “secondary” species to describe
these species. Suggested changes are proposed in Section 2.1, 2.3, 2.4, 2.5, 2.6, and 4.6 of Appendices A2
and A3.
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ATTACHMENT Al

TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
OCTOBER 2003

NORTH PACIFIC FISHERY MANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS
June 16,2003

1 Status Quo (No Action Alternative)
2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf, Central Gulf, and West Yakutat—separate arcas
For Pollock: 610 (Western Gulf), 620 and 630 (Central Gulf), 640 (West Yakutat (WY))

Shortraker and rougheye (SR/RE) and thornyhead rockfishes will be divided between Southeast Outside
(SEO) and WY

The allocation of rockfish bycatch to the halibut IFQ fishery will be on a NMFS management area basis
Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WY AK allocation

SEO is exempt except for SR/RE and thornyhead rockfishes as bycatch species. Allocation will be based
on target catch in sablefish, halibut, Demersal Shelf Rockfish and P. cod fishery

Gear: Applies to all gear except jig gear—
Option 1. The jig fishery would receive an allocation based on its historic landings in the qualifying
years — the jig fishery would be conducted on an open access basis.
Option 2. Gear would be accounted for in a manner similar to sport halibut harvests in halibut IFQ

fishery.

Suboption: Cap jig harvest at % of current harvest by species and area:
1. 125%
2. 150%
3. 200%

2.2 Qualifying periods and landing criteria (same for all gears in all areas)
(The analysis will assess AFA vessels as a group)
Option 1. 95-01 drop 1
Option 2.  95-02 drop 1
Option 3. 95-02 drop 2
Option 4.  98-02 drop 1

2.2.1 Qualifying landing criteria
Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector)
NOTE: Total pounds landed will be used as the denominator.

Catch history determined based on the poundage of retained catch year (does not include meal)

Suboption: catch history for P. cod fisheries determined based on a percentage of retained catch
per year (does not include meal)
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2.2.2 Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.
Suboption 1.  Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2. Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlled by the LLP license holder and identified by the license holder as having
been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option 2.  Non-LLP (State water parallel fishery) participation
Suboption 1.  Any individual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2.  Vessel owner at time of non-federally permitted legal landing during a State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.

The Council requests NMFS RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing catch history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Option 1. Status Quo —Federal TAC taken in federal waters and in state waters, during a ‘parallel’
fishery, plus state-water fisheries exist for up to 25% of the TAC for Pacific cod.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.

No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo parallel fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).
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Fixed allocation for:

Suboption 1. P. cod

Suboption 2.  Pollock

Suboption 3.  All other GOA groundfish species

Council requests that staff provide an analysis of catch data showing harvest inside 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Target Species Rationalization Plan
Target Species by Gear

2.3.1 [Initial Allocation of catch history
Option 1. Allocate catch history by sector and gear type
Option 2.  Allocate catch history on an individual basis
a. Trawl CV and CP:
Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot is
targeted), northern rockfish, Arrowtooth flounder
c. Pot CV and CP:
Pacific Cod

2.3.2  Harvest share (or QS/IFQ) Designations
2.3.2.1 Vessel Designation of low producers and high producers in the fixed gear class.
Low producing vessels are:
Option 1. less than average harvest shares initially allocated by gear, species and area
Option 2. less than the 75th percentile harvest shares initially allocated by gear, species and area
High producing vessels are the remainder.

2.3.2.2 Harvest share sector designations:
Option 1.  No designation of harvest shares (or QS/IFQ) as CV or CP
Option 2.  Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:
Actual amount of catch harvested and processed onboard a vessel by species.

2.3.2.3 Harvest share gear designations
Option 1.  No gear designation
Option 2.  Designate harvest shares as Longline, Pot, or Trawl
Option 3. Longline and pot gear harvest shares (or [FQ) may not be harvested using trawl gear.
Option 4.  Pot gear harvest shares (or [FQ) may not be harvested using longline gear

2.3.2.4 If a closed class of processor alternative is chosen, CV harvest shares will be issued in two
classes. Class A shares will be deliverable to a qualified processor or processor shareholder
(as applicable). Class B shares will be deliverable to any processor as authorized under this
program.
Option. Only the annual allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.
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2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/IFQ)

2331

2332

2333

2334

2.3.35

Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):

Option 1. US citizens who have had at least 150 days of sea time

Option 2.  Entities that have a U. S. citizen with 20% or more ownership and
at least 150 days of sea time

Option 3.  Entities that have a US citizenship with 20% or more ownership

Option 4.  Initial recipients of CV or C/P harvest share

Option 5.  US Citizens eligible to document a vessel.

Option 6. Communities would be eligible to receive harvest shares by transfer (this provision
would be applicable if certain provisions of 2.9 are adopted.)

Restrictions on transferability of CP harvest shares

Option 1.  CP harvest shares maintain their designation upon transfer.

Option 2.  CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3.  CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:

Option 1. all CP shares

Option 2.  trawl CP shares

Option 3.  longline CP shares

Vertical integration

Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:

Option 1. initial allocation of harvest CV and CP shares.

Option 2. 115-150% of initial allocation of harvest CV shares.

Option 3. 115-150% of initial allocation of harvest CP shares.

Definition of sea time

Sea time in any of the U.S. commercial fisheries in a harvesting capacity.

2336

2.3.3.7
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Leasing of QS (“leasing of QS” is defined as the transfer of annual IFQ permit to a person who is not

the holder of the underlying QS for use on any vessel and use of IFQ by an individual designated by

the QS holder on a vessel which the QS holder owns less that 20% -- same as “‘hired skipper”

requirement in halibut/sablefish program).

Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the [FQ).

Option 2. No leasing of CP QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the [FQ).

Option 3. Allow leasing of CV QS, but only to individuals eligible to receive QS/IFQ by transfer.

Option 4.  Allow leasing of CP QS, but only to individuals eligible to receive QS/IFQ by transfer.

Option 5. Sunset [CP — CV] QS leasing provisions [3 — 5 — 10] years after program

implementation.

Separate and distinct harvest share use caps

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the
individual use cap for each species. Initial issuees that exceed the use cap are grandfathered at their
current level as of a control date of April 3, 2003; including transfers by contract entered into as of
that date. Caps apply to all harvesting categories by species with the following provisions:
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Apply individually and collectively to all harvest share holders in each sector and fishery.
Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):
i Trawl CV and/or CP (can be different caps):
Use cap based at the following percentile of catch history for the following species:
(i.e., 75" percentile represents the amount of harvest shares that is greater than the amount of
harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish
Suboption 1. 75 %
Suboption 2.  85%
Suboption 3. 95 %
ii. Longline and Pot CV and/or CP (can be different caps)
based on the following percentiles of catch history for the following species:
Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish
Suboption 1. 75 %
Suboption 2. 85%
Suboption 3. 95 %
3. Conversion of CP shares:
i CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.
ii. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV shares alone will not require a CP sharcholder to divest CP shares for
exceeding the CP share cap.

N —

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

i All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessel to fish shares initially issued as “owner on board” shares. This exemption applies only
to those initially issued harvest share units.

Suboption 1. No owner on board restrictions.

Suboption 2. A portion (range of 5-100%) of the quota shares initially issued to fishers/ harvesters
would be designated as “owner on board.”

Suboption 3.  All initial issuees (individual and corporate) would be grandfathered as not being
required to be aboard the vessel to fish shares initially issued as "owner on board"
shares for a period of 5 years after implementation.

Suboption 4.  Shares transferred to initial issuees in the first 5 years of the program would be
considered the same as shares initially issued (range of 5 —100% of the quota
shares). See above NOTE

Suboption 5. “Owner on board” shares transferred by initial issuees, after the grace period, would
require the recipient to be aboard the vessel to harvest the IFQ.

Suboption 6.  In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of
"owner on board" quota shares may, upon documentation and approval,
transfer/lease his or her shares a maximum period of (Range 1-3 years).

. Vessel categories for owner on board requirements
Option 1. No Categories
Option 2.  Vessel Categories as follows
Vessels < 60’
Vessels >= 60’ and < 125’
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Vessels >= 125°

2.3.3.9 Overage Provisions
i Trawl CV and CP:

Suboption 1. Overages up to 15% or 20% of the last trip will be allowed— greater
than a 15% or 20% overage result in forfeiture and civil penalties. An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or IFQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation (or IFQ).

Suboption 2.  Overage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. (i.e., no
overages would be charged if a harvest share (or IFQ) holder goes over
his/her annual allocation (or IFQ) when incentive fisheries are still
available).

ii. Longline and pot CV and CP:

Overages up to 10% of the last trip will be allowed with rollover provisions for

underages— greater than a 10% overage results in forfeiture and civil penalties. An

overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or I[FQ. This provision is similar to that currently in place for the Halibut and

Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully utilized for the year. (i.e., no overages would
be allowed if a harvest share (or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

2.3.3.10  Retention requirements for rockfish, sablefish and Atka mackerel:
Option 1. no retention requirements.
Option 2.  require retention (all species) until the annual allocation (or IFQ) for that species is
taken with discards allowed for overages
Option 3. require 100% retention (all species) until the annual allocation (or IFQ) for that
species is taken and then stop fishing.

2.33.11  Limited processing for CVs
Option 1.  No limited processing
Option 2.  Limited processing of rockfish species by owners of CV harvest shares is allowed up
to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.

233.12  Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2.  CPs would be prohibited from buying CV fish
Option 3. CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.

2.4 Allocation of Bycatch Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thornyhead rockfish.

i Allocation of shares
Option 1.  Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet bycatch rates by gear:
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2.5

2.5.1

252

253
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Suboption 1. based on average catch history by area and target fishery
Suboption 2. based on 75" percentile by area by target fishery
Option 2.  Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each bycatch species.

Suboption 1. Other slope rockfish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.

Suboption 2. Pro-rata bycatch reduction allowances in open access fisheries reduced
from historical bycatch rates at :

L 5%
i 10%
. 15%

Option 3.  Bycatch allocations will be awarded to the owners of sablefish and halibut QS,
rather than the LLP holders.

i. Include these species for one gear type only (e.g., trawl). Deduct the bycatch from gear types
from TAC. If deduction is not adequate to cover bycatch in other gear types, on a seasonal basis,
place that species on PSC status until overfishing is reached.

iii. Retain these species on bycatch status for all gear types with current MRAs.

iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(“T” shares) by area. “T”” shares would be fully leasable, exempt from vessel size and block
restrictions, and retain sector designation upon sale.

Suboption. These shares may be used with either fixed gear or trawl gear.

v. Permit transfer of bycatch QS

Option 1.  Groundfish harvest shares and bycatch shares are non-separable and must be
transferred as a unit.

Option 2.  Groundfish harvest shares and bycatch shares are separable and may be transferred
separately

PSC Species

Accounting of Halibut Bycatch

Pot vessels continue their exemption from halibut PSC caps.

Hook and line and trawl entities

Option 1.  Same as that under IFQ sablefish and halibut programs

Option 2.  Cooperatives would be responsible for ensuring the collective halibut bycatch cap was
not exceeded

Option 3.  Individual share or catch history owners would be responsible to ensure that their halibut
bycatch allotment was not exceeded

Halibut PSC Allocation

Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Bycatch only species would receive
no halibut allocation.

Initial allocation based on average halibut bycatch by directed target species during the qualifying
years. Allocations will be adjusted pro rata to equal the existing PSC cap.

By sector average bycatch rates by area by gear:

Option 1. Both sectors

Option 2.  Catcher Processor/Catcher Vessel

Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality

Halibut PSC harvest shares are separable from target groundfish harvest shares and may be
transferred independently within sectors. When transferred separately, the amount of Halibut PSC
allocation would be reduced, for that year, by:

Option 1. 0%



Option 2. 5%
Option 3. 7%
Option 4.  10%
Option 5.  Exclude any halibut PSC transferred for participation in the incentive fisheries

2.5.4  Permanent transfer of Halibut PSC harvest share mortality
Option 1.  Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod
Option 2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15.
Option 1.  retention is limited to (range 10-20%) of target species
Option 2.  permit holder must have sufficient harvest shares (or IFQ) to cover landing

2.6 Incentive species
Arrowtooth flounder, deepwater flatfish, flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize all their shares for an incentive species_before participating in incentive fishery
for that species.
Option. The portion of historic unharvested West Yakutat TAC will be made available as an
incentive fishery, subject to provision of incentive fisheries

2.6.1 Eligibility to fish in the incentive fisheries
A. The unallocated QS for the incentive fisheries are available for harvest, providing the vessel has
adequate PSC and bycatch species and the vessel is a member of a GOA fishing cooperative.
B. Any quota holder qualified to be in a coop.

2.6.2  Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota

Option 1.  The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMFS when a vessel enters the incentive fishery quota
pool.

Option 2.  The coop’s allocation of incentive species QS must be fished before gaining access to
the unallocated portion of the incentive species quotas. The coop members through a
contractual coop agreement will address catch accounting amongst the coop members.

Option 3.  For vessels not participating in a sector coop, the unallocated incentive species are
available for harvest once the non-coop sector’s allocation of the incentive species has
been used or individual IFQ holder’s allocation of the incentive species has been used.

2.7 Preserving entry level opportunities for P. cod

2.7.1  P.cod harvest share for H&L and pot lowest producer would remain “tied” to a block of quota and
could only be permanently sold or transferred as a block.
Option 1. 10,000 pounds constitutes one block
Option 2. 20,000 pounds constitutes one block

2.7.2  Eligible participants would be allowed to hold a maximum of:
Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks
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Suboption. Lowest producer harvest shares earned as a bycatch in the halibut sablefish ITQ program
would be exempt from the block program

2.8 Skipper/Crew
A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew
Suboption 1.  Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2. Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3. Initial allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
i.Vessel owners receiving initial QS or harvest privileges; or
ii. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/or appropriate NMFS documentation (starting date
for five years is 2003).
Suboption 1. include crew in the license program.
Suboption 2.  require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program.

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

2.9 Communities

Note: Bering Sea/Aleutian Islands communities (CDQ or otherwise) and communities adjacent to the
Eastern GOA regulatory area Southeast Outside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

2.9.1 Regionalization
Regionalization options may be selected under any of the proposed alternatives for Gulf rationalization.
If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

*Processing licenses that are regionally designated cannot be reassigned to another region.

*Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was
caught.

Catcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under “Section 2.2 Qualifying Periods”.

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas corner for Cook Inlet bottom trawl ban area) extending west to east to the
intersection with 140° W long, and then southerly along 140° W long.).

9/23/03 9



The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rockfish (combined); CGOA Pacific cod
(inshore); GOA sablefish (trawl); WY pollock

29.2

29.2.1

2922

Community Fisheries Quota (CFQ)

Administrative Entity

Option 1. Gulf wide administrative entity

Option 2.  Regional administrative entities (Western Gulf, Central Gulf, Eastern Gulf)

Option 3.  Multi-community administrative entities

Option 4. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFS.

Eligible Communities

Option 1. Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500

Option 2. Geography

Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water

Communities within 10 nautical miles of the Gulf Coast

Communities on the south side of the Alaska Peninsula that are adjacent to Central and
Western GOA management areas (including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.

oo

Option 3.  Historic Participation in Groundfish Fisheries

a. Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)

b. Communities determined by the State of Alaska to have met the customary and
traditional use threshold for halibut

Option 4.  Government Structure

29.23

2924

29.25

9/23/03

a. Communities recognized by the State of Alaska as a first class, second class, or home
rule municipality
b. All other eligible communities

Species
Option 1.  All rationalized groundfish species
Option 2.  Limited to species that can be caught without (hard on) bottom trawling

Allocation

Option 1. 5% of annual TAC
Option 2.  10% of annual TAC
Option 3. 15% of annual TAC

Harvesting of Shares

Option 1.  Limited to residents of eligible communities that own their vessels
Option 2.  Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option 4.  No offshore leases to CPs.
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2.9.2.6 Use of Revenue
Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.
Option 2. Community development projects that tie directly to fisheries and fisheries related
projects, education and government functions.
Option 3.  Education, social and capital projects within eligible communities as well as
governmental functions.

2.9.2.7 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.2.8 Administrative Oversight
A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.3 Community Purchase Program

2.9.3.1 Administrative Entity
Option. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFS.

2.9.3.2 Eligible communities

Option 1.  Population (based on 2000 Census):
a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500

Option 2.  Geography
a. Coastal Communities without road connections to larger community highway network
b. Coastal communities adjacent to salt water
c. Communities within 10 nautical miles of the Gulf Coast

d. Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
GOA management areas (including Yakutat) within 5 nautical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.

Option 3.  Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002)

b. Communities determined by the State of Alaska to have met the customary and traditional use

threshold for halibut
Option 4. Government Structure

a. Communities recognized by the State of Alaska as a first class, second class, or home rule
municipality

b. All other eligible communities

2.9.3.3 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight
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A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization program.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.9.4.2 CIFT Designation
Option 1.  One CV CIFT for entire GOA (exclude SEO)
Option 2.  Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Gulf Coast (Homer to Yakutat)
Option 3. CP-based CIFT

Defer remaining issues to a trailing amendment
2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.

2.11 Review and Evaluation

2.11.1 Data collection.

A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset
Option 1. The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
evaluation of the program’s performance compared to its objectives.
Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption 4.  No sunset provision.
Option 2.  Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
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Stevens Act standards. This review shall include analysis of post-rationalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those impacts. Subsequent reviews are required every 5 years.

2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized qualifying years in BSAI and SEO groundfish fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

3 Processing Sector Provisions

Provisions for a Closed Class of Processors

Harvester Delivery requirements

Closed class delivery requirements

Option 1. 50-100% of CV harvest share allocation will be reserved for delivery to:
i. the linked qualified closed trawl or fixed class processor.
ii. any qualified closed trawl or fixed or large or small class processor
The remaining (50 -0%) CV harvest share allocation can be delivered to:
i any processor excluding CPs
ii. any processor including CPs

Option 2. Low producing vessels are exempt from closed class delivery requirements

3.1
3.1.1
3.1.1.1
3.1.1.1
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3.1.1.2 Linkage:
Option 1. A harvester’s processor linked shares are associated with the qualified fixed or trawl
closed class large or small processor to which the harvester delivered the most pounds of

groundfish during
Option 2. the last _ years of the harvester allocation base period.
L1
. 2
ii. 3

If the processor with whom the harvester is associated with is no longer operating, the harvester is eligible to
deliver to any qualified processor.

The Council requests that staff provide a discussion paper addressing the effect of a use cap on the number
of processors in a region.

3.1.1.3 Penalties for moving between linked processors
Option 1. No share reduction for moving between processor year to year
Option 2.  Share reductions of 10-20% each time a harvester moves to a different linked processor
for:
i 1 year
ii. 2 years
iii. 4 years
The share reduction shall be redistributed to:
i The shareholders in association with that processor that the shareholder left (if it
continues to exist).
ii. To all cooperatives in the sector on a pro rata basis. (applies if mandatory
cooperatives)
Option 3.  Penalty to move depends on the amount of open access B share fish. Vessel leaves A
share for one year.
Suboption: Penalty applies to both A and B shares.

Closed A share class | Open B share class | Penalty on total amount | Ratio of penalty on A
of A and B shares shares to B shares
90% 10% 10% 9:1 (9%)
80% 20% 20% 4:1 16%)
70% 30% 30% 7:3 (21%)
60% 40% 40% 32 (24%)
50% 50% 50% 1:1 (25%)

Option 4.  One year penalty in open access.
Option 5. No penalty. Movement allowed only upon agreement between Coop members and

affiliated processor.

3.1.1.4 Low producing vessel provisions
i.  Low producing vessels are defined as:
Option 1. H&L or pot CVs receiving less than average QS initially allocated by gear, species
and area
Option 2. H&L or pot CVs receiving less than the 75" percentile QS initially allocated by
gear, species and area
ii. Provisions for low producing vessels
Option 1. Low producing vessels are exempt from closed class delivery provisions
Option 2.  Subject to block program.
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3.1.2. Closed Class Processor Qualifications
3.1.2.1 To purchase groundfish required to be delivered to a qualified processor must have purchased and
processed a minimum amount of groundfish as described below in at least 4 of the following years:
Option 1. 1995-99.
Option 2. 1995-01
Option 3. 1995-02

Option 1. a. Trawl eligible Processors

Suboption 1. 2000 mt
Suboption 2. 1000 mt
Suboption 3. 500 mt

b. Fixed gear eligible Processors
Suboption 1. 500 mt
Suboption 2. 200 mt
Suboption 3. 50 mt
c. Trawl and Fixed gear eligible processors
Meet criteria for both the closed class trawl process catch and closed class fixed gear process
catch as described above

Option 2. a. Large closed class processor
Suboption 1. 2000 MT
Suboption 2. 1000 MT
Suboption 3. 500 MT

b. Small closed class processor
Suboption 1. 500 MT
Suboption 2. 200 MT
Suboption 3. 50 MT

c. Open class processor — no groundfish landing qualifications — can purchase any amount of
open class B share QS.

3.1.2.2 Processor history would be credited to (and licenses would be issued to):
Option 1. Operator — must hold a federal or state processor permit.
Option 2. Facility owner
Suboption. Custom processing history would be credited to:
i.  the processor that physically processes the fish
il. the processor that purchases the fish and pays for processing

3.1.2.3 Transferability of eligible processor licenses
Processor licenses can be sold, leased, or transferred.
Option 1. Within the same community
Option 2. Within the same region

3.1.2.4 Processing Use caps by closed class processor type (trawl, fixed or trawl and fixed (low or large), by
CGOA and WGOA regulatory areas:
Option 1. Range 70% to 130% of TAC processed for all groundfish species for the largest
closed class processor
Option 2. Processing use caps for small closed class processors
1 1000 to 2000 MT
ii. 2000 to 3000 MT
(Note: There is no limit on the amount of fish either a small or large closed class processor can buy from the
open B share classed fish)
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3.1.2.5 Processing Caps may apply at:
Option 1.  the facility level
Option 2.  the entity level

3.1.2.6 Closed class license ownership restrictions on processors
Option 1. No restrictions
Option 2. Trawl/fixed license holders cannot hold any additional fixed gear only licenses.
Option 3. Large closed class processors cannot hold small closed class processors licenses.

4 Cooperative Provisions

4.1 Cooperative type (voluntary or mandatory)
Option 1.  Cooperative membership will be voluntary (i.e., harvest shares (IFQ) will be allocated to
non-members)
Option 2.  Cooperative membership will be mandatory (i.e., harvest shares will be allocated only to
cooperatives)

4.2 Cooperative formation
4.2.1 Co-ops can be formed between holders of harvest shares or history of:
i any type
il. the same area, gear, vessel type (CV or C/P), and/or vessel length class.
iii. the following classes of shares/history
CV trawl
CV longline
CV pot
C/P trawl
C/P longline
C/P pot
iv. All CV in the same area (WGOA and CGOA & WY combined)
CV trawl
CV fixed gear
CV longline
CV pot
Each group of share/history holders of a defined class that may form cooperatives is defined as a “sector.”
4.2.1.1 Coop/processor affiliations
Option 1. No association required between processors and coops
Option 2. CV cooperatives must be associated with
a) a processing facility
b) aprocessing company

The associated processor must be:
a) a licensed processor
b) a qualified processor (if closed processor class is selected)
¢) aclosed class processor to which the share holder’s shares are linked
d) any processing share holder (if processor shares are selected) (note: should be
deleted)

Option 3. A harvester is eligible to join a cooperative associated with the qualified fixed or trawl
closed class large or small processor to which the harvester delivered the most pounds of
groundfish during the last [1, 2, or 3] years of the harvester allocation base period. If
the processor with whom the harvester is eligible to form a coop is no longer operating,
the harvester is eligible to join a coop with any qualified processor.

Suboption 1. Processors can associate with more than one co-op
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Suboption 2. Processors are limited to 1 co-op per plant for each sector.
Suboption 3.  Processor affiliated vessels may join coops. (moved from header)

Note: A processor association will not be required for a C/P cooperative.

4.2.2  Cooperatives are required to have at least:

Option 1. 4 distinct and separate harvesters (using the 10% threshold rule)

Option 2. 50-100 percent of the harvest shares (or catch history) of its sector (may choose different
percentages for different sectors)

Option 3. 50-100% of shareholder entities belonging to its sector. Council may choose different
percentages for different sector.

Option 4.  50-75 percent of the harvest shares (or catch history) of the eligible harvest share (or
catch history) for each coop associated with its processor

Note: Requirements may differ across sectors (or for CV and CP cooperatives)

4.2.3  Duration of cooperative agreements:
Option 1. 1 year
Option 2. 3 years
Option 3. 5 years

4.2.4 Allocation Prerequisites
Allocations to CV co-ops will only be made under the following conditions:
Required Co-op agreement elements:
Harvesters and processors are both concerned that rationalization will diminish their current
respective bargaining positions. Therefore, a pre-season co-op agreement between eligible,
willing harvesters and an eligible, and willing processor is a pre-requisite The co-op agreement
must contain a fishing plan for the harvest of all co-op fish.

4.3 Rules Governing Cooperatives
4.3.1 Annual Allocations
Option 1. Annual allocations of cooperative members would be issued to the cooperative.
Option 2. Annual allocation of the sector would be issued to the sector cooperative (if “true” sector
cooperative alternative is selected)

Co-op members may internally allocate and manage the co-op’s allocation per the co-op membership
agreement. Subject to any harvesting caps that may be adopted, member allocations may be transferred
and consolidated within the co-op to the extent permitted under the membership agreement.

Monitoring and enforcement requirements would be at the co-op level. Co-op members are jointly and
severally responsible for co-op vessels harvesting in the aggregate no more than their co-op’s allocation
of target species, non-target species and halibut mortality, as may be adjusted by interco-op transfers.
Co-ops may adopt and enforce fishing practice codes of conduct as part of their membership agreement.
Co-ops may penalize or expel members who fail to comply with their membership agreement.

Processor affiliates cannot participate in price setting negotiations except as permitted by general
antitrust law.

Co-ops may engage in inter-cooperative transfers to the extent permitted by rules governing transfers of
shares among sectors (e.g., gear groups, vessel types).
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4.4 Ownership and Use Caps and Underages
4.4.1 Set co-op use caps at 25 to 100% of total TAC by species (must choose 100 percent for a “true”
sector cooperative)

4.4.2 Coop use caps for harvest shares on any given vessel shall be:
Option 1. Set at the same level as the individual vessel level.
Option 2. 3 times individual vessel use cap.
Option 3. No use caps

To effectively apply individual ownership caps, the number of shares or history that each cooperative
member could hold and bring to cooperatives would be subject to the individual ownership caps (with
initial allocations grandfathered). Transfers between cooperatives would be undertaken by the members
individually, subject to individual ownership caps.

Underage limits would be applied in the aggregate at the co-op level

4.5 Movement between cooperatives

4.5.1 Harvesters may move between cooperatives at:
Option 1.  the end of each year.
Option 2.  the expiration of the cooperative agreement.
Option 3.  No movement in the first two years

4.5.2 License Transfers Among Processors (applies only if closed class of processors)

Option 1.  any cooperative association with that license will transfer to the processor receiving the
license. All harvest share/history holders will be subject to any share reduction on
departing the cooperative, as would have been made in the absence of the transfer.

Option 2.  any cooperatives associated with the license will be free to associate with any qualified
processor. Harvest share/history holders in the cooperative will be free to move among
cooperatives without share/history reduction.

4.6 Non-Members of Cooperatives (applies only if mandatory cooperatives)
4.6.1 Harvest share/history holders that do not choose to join a co-op
Option 1. May fish in open access, provided NMFS determines that the non-cooperative allocation
is sufficient to conduct an open access fishery. The open access fishery will be
comprised of all shares of harvesters that are not cooperative members of the same
sector (i.e., area, vessel type (CV or C/P), and/or gear). NMFS will have the discretion to
determine the distribution of bycatch among target species open access fisheries from
shares of harvesters holding bycatch shares for multiple target fisheries.
Option 2.  Are not allowed to participate in the rationalized fisheries until they join a co-op.

TRAILING AMENDMENTS

The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.

1.Fee and Loan Program
2.Skipper/Crew Share Program issues

3.Remaining issues of CIFT program
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ATTACHMENT A2

TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
OCTOBER 2003

ALTERNATIVE 2

NORTH PACIFIC FISHERY M ANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS
June 16,2003
(ANNOTATED BY STAFF)

Annotations describing the application of elements and options to the alternatives are bolded and
italicized.

Staff proposed revisions are shown in bold and strikeout

Shading denotes differences between alternatives

2 Status Quo (No Action Alternative)
2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf, Central Gulf, and West Yakutat—separate areas
For Pollock: 610 (Western Gulf), 620 and 630 (Central Gulf), 640 (West Yakutat (WY))

Shortraker and rougheye (SR/RE) and thornyhead rockfishes will be divided between Southeast Outside
(SEO) and WY

The allocation of rockfish bycatch to the halibut IFQ fishery will be on a NMFS management area basis
Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WY AK allocation Topic 16

SEO is exempt except for SR/RE and thornyhead rockfishes as byeateh secondary species. Allocation
will be based on target-eateh—in landings of sablefish, halibut, Demersal Shelf Rockfish and P. cod
fishery Topic 29

Gear: Applies to all gear except jig gear—
Option 1. The jig fishery would receive an allocation based on its historic landings in the qualifying
years — the jig fishery would be conducted on an open access basis.
Option 2. Gear would be accounted for in a manner similar to sport halibut harvests in halibut IFQ

fishery.

Suboption: Cap jig harvestat % of current harvest by species and area:
1. 125%
2. 150%
3. 200%

(All of 2.1 applies to alternative 2)

2.2 Qualifying periods and landing criteria (same for all gears in all areas)
(The analysis will assess AFA vessels as a group)
Option 1. 95-01 drop 1
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Option 2.  95-02 drop 1

Option 3. 95-02 drop 2

Option 4. 98-02 drop 1
(All of 2.2 applies to alternative 2)

2.2.1  Qualifying landing criteria
Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector)
NOTE: Total pounds landed will be used as the denominator.

Catch history determined based on the poundage of retained catch year (does not include meal)
Suboption: catch history for P. cod fisheries determined based on a percentage of retained catch
per year (does not include meal)

(All of 2.2.1 applies to alternative 2)

2.2.3  Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.
Suboption 1.  Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2. Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish [FQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlled by the LLP license holder and identified by the license holder as having
been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option 2.  Non-LLP (State water parallel fishery) participation
Suboption 1. Any individual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2.  Vessel owner at time of non-federally permited legal landing during a State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.
(All of 2.2.2 applies to alternative 2)

The Council requests NMF'S RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing catch history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Retention of the status quo is not possible in a rationalized fishery.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.
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No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo parallel fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P. cod

Suboption 2.  Pollock

Suboption 3.  All other GOA groundfish species

Options 2 and 3 apply to alternative 2

Council requests that staff provide an analysis of catch data showing harvest inside 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Farget Primary Species Rationalization Plan

Farget Primary Species by Gear
Topic 29

2.3.1 Initial Allocation of catch history

Option 2.  Allocate catch history on an individual basis
a. Trawl CV and CP:
Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot is
targeted), northern rockfish, Arrowtooth flounder
c. Pot CV and CP:
Pacific Cod
(Option 2 applies to alternative 2)
Topic 1

2.3.3 Harvest share (or QS/IFQ) Designations
2.3.3.1 Vessel Designation of low producers and high producers in the fixed gear class.
Low producing vessels are:
Option 1. less than average harvest shares initially allocated by gear, species and area
Option 2. less than the 75th percentile harvest shares initially allocated by gear, species and area
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High producing vessels are the remainder.
(2.3.2.1 applies only to alternative 2)

2.3.2.2 Harvest share sector designations:

Option+—Neo-destgnation-of harvest-shares(or QSAEQ)as- CV-or-CP
Optien2- Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:
Actual amount of catch harvested and processed onboard a vessel by species.
(Option 2 applies to alternative 2)
Topic 2

2.3.2.3 Harvest share gear designations

Option 2.  Designate harvest shares as Longline, Pot, or Trawl
Option 3. Longline and pot gear harvest shares (or [FQ) may not be harvested using trawl gear.
Ontion-a Q hai o oo O 1 . horvzacta 1 e oo

(This alternative is unclear onceming gear designations and use of shares of on gea typ by another
gear.

The Council should consider adding an explicit provision that establishes a fixed gear share designation,
if that is intended)

Topic 3

2.3.2.4 Trawl and high producing fixed gear CV harvest shares will be issued in two classes. Class
A shares will be deliverable to a qualified processor erproecessersharehelder (as-applieable).
Class B shares will be deliverable to any processor as authorized under this program.
Option. Only the annual allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.
This provision would apply to only trawl catcher vessel and “high producing” fixed gear vessels
With the revision this applies to alternative 2

2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/IFQ)
2.3.3.1 Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):
Option 1.  US citizens who have had at least 150 days of sea time
Option 2.  Entities that have a U. S. citizen with 20% or more ownership and
at least 150 days of sea time
Option 3.  Entities that have a US citizenship with 20% or more ownership
Option 4. Initial recipients of CV or C/P harvest share
Option 5.  US Citizens eligible to document a vessel.
Option 6. Communities would be eligible to receive harvest shares by transfer (this provision
would be applicable if certain provisions of 2.9 are adopted.)
Definition of sea time
Sea time in any of the U.S. commercial fisheries in a harvesting capacity. (moved from 2.3.3.5)

(All of 2.3.3.1 applies to alternative 2 — Council should consider reducing the options and possibly revising
Option 5 to provide for “any person eligible to document a vessel”)

Topic 5

2.3.3.2 Restrictions on transferability of CP harvest shares
Option 1. CP harvest shares maintain their designation upon transfer.
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Option 2.  CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3. CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

(All of 2.3.3.2 applies to alternative 2 — the Council should consider selecting a preferred option)

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:
Option 1.  all CP shares
Option 2.  trawl CP shares
Option 3.  longline CP shares
(All of 2.3.3.3 applies to alternative 2 — the Council should consider selecting a preferred option
If the Council selects an option that results in the redesignation of C/P shares as CV shares, the Council
will need to provide for the designation of the resulting CV shares (i.e., any regionalization, processor
linkages, etc.)
Topic 6

2.3.3.4 Vertical integration
Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:
Option 1. initial allocation of harvest CV and CP shares.
Option 2. 115-150% of initial allocation of harvest CV shares.
Option 3. 115-150% of initial allocation of harvest CP shares.
(All of 2.3.3.4 applies to alternative 2)

Sontime N (o1 fisheries inal . e
(Moved to 2.3.3.2)

2.3.3.6 Leasing of QS (“leasing of QS” is defined as the transfer of annual IFQ permit to a person who is not
the holder of the underlying QS for use on any vessel and use of [FQ by an individual designated by
the QS holder on a vessel which the QS holder owns less that 20% -- same as “hired skipper”
requirement in halibut/sablefish program).
Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the I[FQ).
Option 2. No leasing of CP QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the IFQ).

OV O S s o-HeHvEHa

Option 5.  Sunset [CP — CV] QS leasing provisions [3
implementation.

The provisions of 2.3.3.6 could apply to “low producing” fixed gear vessels and halibut and sablefish IFQ

holders that receive allocations —the Council should clarify the application of these provisions and

consider selecting preferred options
Topic 21

-5-— 1] years after program

2.3.3.7 Separate and distinct harvest share use caps
Individual caps apply to all harvesting categories by species with the following provisions:

Apply individually and collectively to all harvest share holders in each sector and fishery.
Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):
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i Trawl CV andfer CP (can be different caps):

Use cap based at the following percentile of catch history for the following species:

(i.e., 75" percentile represents the amount of harvest shares that is greater than the amount of

harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,

Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish

Suboption 1. 75 %

Suboption 2. 85%

Suboption 3. 95 %

ii. Longline and Pot EV-andfer CP and high producing and low producing fixed gear CV (can
be different caps)

based on the following percentiles of catch history for the following species:

Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish

Suboption 1. 75 %

Suboption 2. 85%

Suboption 3. 95 %

3. Conversion of CP shares:

i.  CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.

i. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV shares alone will not require a CP shareholder to divest CP shares for
exceeding the CP share cap.

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the individual
use cap for each species. Initial issuees that exceed the individual or vessel use caps are grandfathered
at their current level as of a control date of April 3, 2003; including transfers by contract entered into
as of that date.

All of 2.3.3.7 would apply to alternative 2

If trading among gear types is permitted, the Council should consider whether a provision similar to 3 is
required to apply caps.

Proposed changes are to clarify the provision

Topic 17

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

Suboption 1. No owner on board restrictions.
Suboption 2. A portion (range of 5-100%) of the quota shares initially issued to fishers/ harvesters
would be designated as “owner on board.”

Suboption 13.  All initial issuees (individual and corporate) would be grandfathered as not
being required to be aboard the vessel to fish shares initially issued as "owner on
board" shares. This exemption applies only to those initially issued harvest share
units.

option: Limit exemption to a period of 5 years after implementation.
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Suboption 26. In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder
of "owner on board" quota shares may, upon documentation and approval,
transfer/lease his or her shares a maximum period of (Range 1-3 years).

ii. Vessel categories for owner on board requirements
Option 1.  No Categories

Option 2.

Staff suggested revision to i. above.

Vessels < 60’

Vessel Categories as follows

Vessels >= 60’ and < 125°

Vessels >= 125°

Note — This is the only provision that would create vessel length classes — the Council should clarify how
these vessel classes intended to be applied — see discussion paper

(all of 2.3.3.8 could be applied to alternative 2)

Topic 20

2339

2.3.3.10
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Overage Provisions

1. Trawl CV and CP:

Suboption 1.

Suboption 2.

Overages up to 15% or 20% of the last trip will be allowed— greater
than a 15% or 20% overage result in forfeiture and civil penalties. An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or IFQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation (or IFQ).

Overage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. (i.e., no
overages would be charged if a harvest share (or IFQ) holder goes over
his/her annual allocation (or [FQ) when incentive fisheries are still
available).

ii. Longline and pot CV and CP:

Overages up to 10% of the last trip will be allowed with rollover provisions for

underages— greater than a 10% overage results in forfeiture and civil penalties. An

overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or IFQ. This provision is similar to that currently in place for the Halibut and

Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully utilized for the year. (i.e., no overages would
be allowed if a harvest share (or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

(all of 2.3.3.9 could be applied to alternative 2)

Retention requirements for rockfish, sablefish and Atka mackerel:
Option 1.  no retention requirements.
Option 2.  require retention (all species) until the annual allocation (or IFQ) for that species is
taken with discards allowed for overages
Option 3. require 100% retention (all species) until the annual allocation (or IFQ) for that
species is taken and then stop fishing.
(all of 2.3.3.10 could be applied to alternative 2)



2.3.3.11 Limited processing for CVs
Option 1.  No limited processing
Option 2.  Limited processing of rockfish species by owners of CV harvest shares is allowed up
to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.
(all of 2.3.3.11 could be applied to alternative 2)

2.3.3.12  Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option2.  CPs would be prohibited from buying CV fish
Option 3.  CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.
The Council should clarify how these provisions would apply to catcher/processors that are
qualified closed class processors — whether the provisions apply to both A and B shares and
whether the provisions apply to “low producing” fixed gear vessels
In addition, the Council should consider defining a “catcher/processor”.
(all of 2.3.3.12 could be applied to alternative 2)
Topic 22

2.4 Allocation of Byeateh Secondary Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thornyhead rockfish.

i Allocation of shares
Option 1.  Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet byeateh secondary species catch rates by gear:

Suboption 1. based on average catch history by area and target fishery

Suboption 2. based on 75" percentile by area by target fishery

Option 2. Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each byeateh secondary species.

Suboption 1. Other slope rockfish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.

Suboption 2.  Pro-rata byeateh reduction of secondary species allowances in open
access fisheries reduced from histerieal-byeatehrates-at allocation of
participants by:

. 5%
iv. 10%
ii. 15%

rather-than-the EEP holders:
(the purpose of Option 3 should be clarified — Option 1 includes halibut and sablefish IFQ holders
in the allocation — is Option 3 intended to provide IFQ holders with some additional allocation — if
not it can be deleted
Topic 25

i.. Include these species for one gear type only (e.g., trawl). Deduct the byeateh secondary species
catch from gear types from TAC. If deduction is not adequate to cover byeateh- incidental
catch in other gear types, on a seasonal basis, place that species on PSC status until overfishing
is reached.

iii. Retain these species on bycatch status for all gear types with current MRAs.
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iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(“T” shares) by area. “T”” shares would be fully leasable, exempt from vessel size and block
restrictions, and retain sector designation upon sale.
Suboption. These shares may be used with either fixed gear or trawl gear.
v. Permit transfer of byeateh-QS secondary species shares
Option 1.  Groundfish primary harvest shares and byeateh secondary shares are non-separable
and must be transferred as a unit.
Option 2.  Groundfish primary harvest shares and byeateh secondary shares are separable and
may be transferred separately
(All options can be applied to alternative 2)

2.5 PSC Species

2.5.1  Accounting of Halibut Bycatch
Pot vessels continue their exemption from halibut PSC caps.

(These options are very unclear.

Option 1 appears to propose continuing the current management of PSC. If that is intended, it should be
stated directly — “halibut shall continue to be managed under the current rules governing halibut PSC.”
Options 2 and 3 are redundant with provisions elsewhere in this document and should be deleted.

If what is intended by 2 and 3 is that shares be allocated for halibut PSC, that should be stated explicitly —
“halibut PSC will be managed through harvest share allocations”.

To the extent that the options differ across gear types, the Council should consider separating the options
by gear type. In addition, the Council could consider separating sablefish 1FQ options, if any are
intended.

Topic 18

2.5.2 Halibut PSC Allocation
Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Byeateh-enty Secondary species
would receive no halibut allocation.
Initial allocation based on average halibut bycatch by directed target primary species during the
qualifying years. Allocations will be adjusted pro rata to equal the existing PSC cap.
By sector average bycatch rates by area by gear:
Option 1.  Both sectors
Option 2.  Catcher Processor/Catcher Vessel

(2.5.2 applies to alternative 2 if halibut PSC is to be managed by share allocations)

2.53 Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality
Halibut PSC harvest shares are separable from target secondary groundfish harvest shares and may
be transferred independently within sectors. When transferred separately, the amount of Halibut
PSC allocation would be reduced, for that year, by:
Option 1. 0%
Option 2. 5%
Option 3. 7%
Option 4.  10%
Option 5.  Exclude any halibut PSC transferred for participation in the incentive fisheries

(2.5.3 applies to alternative 2 if halibut PSC is to be managed by share allocations
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The Council should clarify whether primary/PSC allocations can be separated within a cooperative and
whether the separation of shares is penalized — typically cooperative use is aggregated across all vessels
that harvest shares on behalf of the cooperative (suggesting no penalty would apply)

The Council should also clarify whether Option 5 is intended to apply to transfers of PSC shares inside or
outside of a cooperative)

Topic 26

2.54  Permanent transfer of Halibut PSC harvest share mortality
Option 1.  Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod
Option 2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately
(2.5.4 applies to alternative 2 if halibut PSC is to be managed by share allocations
The suboption exempting cod is assumed to exempt only transfers of PSC between cod share holders)

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15.
Option 1.  retention is limited to (range 10-20%) of target primary species clarify whether target
or primary is intended here

(Option 2 should be clarified — Does the Council intend: “Any person retaining halibut must have
adequate halibut IFQ. Halibut may not be retained with halibut PSC shares.” This likely should not be an
option but a requirement.)

(2.5.5 could be applied to alternative 2)

Topic 18

2.6 Incentive species
Arrowtooth flounder, deepwater flatfish, flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize all their shares for an incentive species before participating in incentive fishery
for that species.
Option. The portion of historic unharvested West Yakutat TAC will be made available as an
incentive fishery, subject to provision of incentive fisheries

2.6.1 Eligibility to fish in the incentive fisheries

Option A. The unallocated QS portion of the TAC of forthe-incentive fisheries species are
available for harvest, providing the vessel- share holderhas adequate PSC and byeateh secondary
species and the wessel share holder is a member of a GOA fishing cooperative or holds low
producing fixed gear catcher vessel shares.

Option B. Open access participants will be permitted to harvest incentive species as long as the
open access fishery remains open and NMFS determines that the secondary and PSC
allocations remaining in the open access fishery are adequate to support prosecution of
incentive species.

C.
Option C. Any holder of halibut or sablefish IFQ that has adequate PSC and secondary
species.

(2.6.1 is applicable to alternative 2
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The application of A and B is unclear — are they options? — B is unclear and might be better revised, if it is
necessary at all] Provision A could be revised to accommodate “low producing” fixed gear catcher vessel
share holders under this alternative.)
In addition, the Council should consider whether

1) open access participants or

2) halibut and sablefish 1FQ holders
should be permitted to participate in incentive fisheries.
Topic 23

2.6.2  Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota

Option 1. The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMFS when a vessel enters the incentive fishery quota
pool.

Option 2.  The coop’s allocation of incentive species QS must be fished before gaining access to
the unallocated portion of the incentive species quotas. The coop members through a
contractual coop agreement will address catch accounting amongst the coop members.

Option 3. For low producing fixed gear catcher vessel share holders and halibut and sablefish
IFQ holders not participating in a seeter co-op, the unallocated incentive species are
available for harvest once the nren-coop-sector’s-aloecation-ofthe-incentivespeeieshas
beenused-er individual IFQ holder’s allocation of the incentive species has been used.

Option 4. For open access participants, the harvest of incentive species quota allocated to
open access participants must be fished prior to gaining access to the unallocated
portion of the incentive species quota.

(2.6.2 applies to alternative 2

Option 3 appears directed in part at low producing fixed gear participants — the suggested revision
addresses those participants

Option 3 could also accommodate halibut and sablefish IFQ participants that receive bycatch share
allocations

No option provides for access to open access participants — the added option 4 could be used to
accommodate open access participants)

Topic 24

2.7 Preserving entry level opportunities for P. cod

2.7.3  Each initial allocation of P. cod harvest shares forH&—-and-potlowestproducer—to fixed gear
catcher vessels below the block threshold size would remain—tied™te-be a block of quota and
could only be permanently sold or transferred as a block.
Option 1. allocations of 10,000 pounds or less constitute one block
Option 2. allocations of 20,000 pounds or less constitute one block

(proposed revisions are intended to clarify the intention of the provision

Staff assumes that an “initial allocation” is the allocation to a single person (individual or legal entity).
2.7.1 can apply to alternative 2

The Council should also clarify whether this applies only to “low producing” fixed gear catcher vessel
allocations or whether a separate option is intended that would block all “low producing” fixed gear
catcher vessel allocations — see 3.1.1.4 )

Topic 27

2.7.4  Eligible participants would be allowed to hold a maximum of:
Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks
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(Council should clarify whether holders of unblocked shares may also hold blocks
No option exists for the allocation of cod to halibut and sablefish IFQ participants — unless an option for
allocations is made, the suboption should be deleted)

Topic 27

2.8 Skipper/Crew
A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew
Suboption 1. Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2. Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3. Initial allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
iii. Vessel owners receiving initial QS or harvest privileges; or
iv. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/or appropriate NMFS documentation (starting date
for five years is 2003).
Suboption 1. include crew in the license program.
Suboption 2.  require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program.

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

(2.8 can be applied to alternative 2

Council should clarify whether this skipper program would apply to the allocation of bycatch to skippers

of halibut and sablefish vessels)

2.9 Communities

(any options in 2.9 can be applied to alternative 2)

Note: Bering Sea/Aleutian Islands communities (CDQ or otherwise) and communities adjacent to the
Eastern GOA regulatory area Southeast Outside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

2.9.2 Regionalization

Regionalization options may be selected under any of the proposed alternatives for Gulf rationalization.

If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.
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*Processing licenses that are regionally designated cannot be reassigned to another region.

*Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was
caught.

*Catcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under “Section 2.2 Qualifying Periods”.

(the system of processor linkages could complicate the designation of harvest shares,
1) unless linkages are regionalized — i.e., one linkage per region in which a harvester has shares or

2) all harvest shares are designated for the region in which the harvester’s linked processor is
located )

Under alternative 2 linkages could be applied to only trawl catcher vessel shares
Topic 8

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas corner for Cook Inlet bottom trawl ban area) extending west to east to the
intersection with 140° W long, and then southerly along 140° W long.).

The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rockfish (combined); CGOA Pacific cod
(inshore); GOA sablefish (trawl); WY pollock

2.9.2  Community Fisheries Quota (CFQ)

2.9.2.1 Administrative Entity
Option 1.  Gulf wide administrative entity
Option 2.  Regional administrative entities (Western Gulf, Central Gulf, Eastern Gulf)
Option 3.  Multi-community administrative entities

Option 4. The administrative entity representing a community or communities must be a non-profit
entity qualified by NMFS.

2.9.2.2 Eligible Communities
Option 1.  Population (based on 2000 Census):
a. Lessthan 1,500
b. Less than 2,500
c. Less than 5,000
e. Less than 7,500
Option 2.  Geography
Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water
Communities within 10 nautical miles of the Gulf Coast
Communities on the south side of the Alaska Peninsula that are adjacent to Central and
Western GOA management areas (including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.
Option 3.  Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and
traditional use threshold for halibut

oo
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Option 4. Government Structure

29.23

2924

29.25

29.2.6

29.2.7

29.2.8

294

2931

2932

a. Communities recognized by the State of Alaska as a first class, second class, or home
rule municipality
b. All other eligible communities

Species
Option 1. All rationalized groundfish species
Option 2.  Limited to species that can be caught without (hard on) bottom trawling

Allocation

Option 1. 5% of annual TAC
Option 2.  10% of annual TAC
Option 3. 15% of annual TAC

Harvesting of Shares

Option 1.  Limited to residents of eligible communities that own their vessels
Option 2.  Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option 4.  No offshore leases to CPs.

Use of Revenue

Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.

Option 2. Community development projects that tie directly to fisheries and fisheries related
projects, education and government functions.

Option 3.  Education, social and capital projects within eligible communities as well as
governmental functions.

Qualification of Administrative Entity

The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

Administrative Oversight

A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

Community Purchase Program

Administrative Entity

Option. The administrative entity representing a community or communities must be a non-profit

entity qualified by NMFS.

Eligible communities

Option 1. Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
¢. Less than 5,000
d. Less than 7,500

Option 2. Geography
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Coastal Communities without road connections to larger community highway network

Coastal communities adjacent to salt water

Communities within 10 nautical miles of the Gulf Coast

Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
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GOA management areas (including Yakutat) within 5 nautical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.
Option 3.  Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and traditional use
threshold for halibut
Option 4.  Government Structure
a. Communities recognized by the State of Alaska as a first class, second class, or home rule
municipality
b. All other eligible communities

2.9.3.3 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight
A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization program.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.9.4.2 CIFT Designation
Option 1.  One CV CIFT for entire GOA (exclude SEO)
Option 2. Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Gulf Coast (Homer to Yakutat)
Option 3. CP-based CIFT

Defer remaining issues to a trailing amendment
2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.

(2.10 could be applied to alternative 2)
2.11  Review and Evaluation

2.11.1 Data collection.
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A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset
Option 1. The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
evaluation of the program’s performance compared to its objectives.
Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption 4.  No sunset provision.
Option 2.  Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
Stevens Act standards. This review shall include analysis of post-rationalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those impacts. Subsequent reviews are required every 5 years.

(2.11 could be applied to alternative 2)
2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries and the Gulf jig fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized qualifying years in BSAI and SEO groundfish fisheries, and the Gulf jig fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

(2.13 could be applied to alternative 2)

The Council should clarify whether any difference is intended between the 2" and 4" sentences and delete
one if not. Deletion of the 2" sentence is more appropriate as sideboards are typically aggregate.

In addition, the Council should consider whether the sideboards for SEO groundfish are necessary, if the
allocations of bycatch proposed by section 2.1 are made.

Topic 19

3 Processing Sector Provisions
3.2 Provisions for a Closed Class of Processors
3.1.1  Harvester Delivery requirements
3.1.1.1 Closed class delivery requirements
Optien—+: For trawl catcher vessel shares, 50-100% of &V harvest share allocation will be reserved for
delivery to:
i the linked qualified closed trawl or fixed class processor (or)
ii. any qualified closed trawl or fixed or large or small class processor
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The Council requests that staff provide a discussion paper addressing the effect of a use cap on the number
of processors in a region.

3.1.13
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For trawl catcher vessel share cooperatives, the associated processor must be a closed class processor to
which the share holder’s shares are linked.

If processor association is required:
For high producing fixed gear catcher vessel cooperatives the associated processor must be:

a)—a-Heensed-proeesser

e) a qualified processor (if closed processor class is selected)

F—a-closedrelass-processorto-which-the share-holder™s shares-are Hnked

For low producing fixed gear catcher vessel cooperatives the associated processor must be:
a) a licensed processor

Lifiod £ closed Lassis selected

Suboption 1. Processors can associate with more than one co-op

Suboption 2. Processors are limited to 1 co-op per plant for each sector.
Council could decide whether multiple cooperatives are permitted. This should be coordinated with the
cooperative formation rules of 4.2.2.2

Subeptien3.  Processor affiliated vessels may join coops. (rovesfrontfeader)

(For each sector, the Council needs to define the cooperative association under 4.2.1.1)

Processor dffiliated vessels would be excluded from allocations if not permitted to be in cooperatives
(except for low producing fixed gear catcher vessels that are in an voluntary cooperative program under
this alternative)

Topic 11

Note: A processor association will not be required for a C/P cooperative.

4.2.2 Cooperatives are required to have at least:

Option 1. 4 distinct and separate harvesters (using the 10% threshold rule)

Option 2.  50-100 percent of the harvest shares (or catch history) of its sector (may choose different
percentages for different sectors)

Option 3. 50-100% of shareholder entities belonging to its sector. Council may choose different
percentages for different sector.

Option 4.  50-75 percent of the harvest shares (or catch history) of the eligible harvest share (or
catch history) for each coop associated with its processor

Note: Requirements may differ across sectors (or for CV and CP cooperatives)

(4.2.2 applies under alternative 2)
Topic 14

4.2.3 Duration of cooperative agreements:
9/23/03 21



9/23/03 22



(if the cap is set a 75 percent, could a trawl catcher vessel share cooperative use 75 percent of the cod
fishery or only 75 percent of the cod allocated to trawl catcher vessels)

4.42 Coop use caps for harvest shares on any given vessel shall be:
Option 1. Set at the same level as the individual vessel level.
Option 2. 3 times individual vessel use cap.
Option 3. No use caps

To effectively apply individual ownership caps, the number of shares or history that each cooperative
member could hold and bring to cooperatives would be subject to the individual ownership caps (with
initial allocations grandfathered). Transfers between cooperatives would be undertaken by the members
individually, subject to individual ownership caps.

Underage limits would be applied in the aggregate at the co-op level

(provisions of 4.2.2 can be applied to all cooperatives)

4.5 Movement between cooperatives

4.6.2 Harvesters may move between cooperatives at:
Option 1. the end of each year.
Option 2. the expiration of the cooperative agreement.
Option 3.  No movement in the first two years

(provisions of 4.5.1 can be applied to all cooperatives)

4.6.3 License Transfers Among Processors (applies only if closed class of processors)
For trawl catcher vessel share cooperatives:

Option 1. any cooperative association with that license will transfer to the processor receiving the
license. All harvest share/history holders will be subject to any share reduction on
departing the cooperative, as would have been made in the absence of the transfer.

Option 2.  any cooperatives associated with the license will be free to associate with any qualified
processor. Harvest share/history holders in the cooperative will be free to move among
cooperatives without share/history reduction.

For fixed gear catcher vessel share cooperatives with processor associations
Optien2- any cooperatives associated with the license will be free to associate with any qualified
processor. Harvest share/history holders in the cooperative will be free to move among
cooperatives without share/history reduction.

Both options in 4.5.2 could apply to trawl catcher vessel shares — which are linked to a processor
Option 2 could be applied to fixed gear catcher vessel share cooperatives, which do not have processor
linkages

4.7 Non-Members of Cooperatives (applies only if mandatory cooperatives)
4.7.1 Catcher processor, trawl catcher vessel and high producing fixed gear catcher vessel harvest
share/history holders that do not choose to join a co-op
—Option+ May fish in open access, provided NMFS determines that the non-cooperative allocation
is sufficient to conduct an open access fishery. The open access fishery will be
comprised of all shares of harvesters that are not cooperative members of the same
sector (i.e., area, vessel type (CV or C/P), and/or gear). NMFS will have the discretion to
determine the distribution of byeateh secondary and PSC among target primary
species open access fisheries from shares of harvesters holding byeateh secondary and
PSC shares for multiple target primary fisheries.

9/23/03 23



An open access is provided for c/p, trawl cv, and high producing fixed gear catcher vessel share holders
Low producing fixed gear cv share holders are in a voluntary cooperative program, so the open access
option is not relevant

The Council should provide whether open access participants are subject to any processor/regional
landing requirements

TRAILING AMENDMENTS

The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.

4.Fee and Loan Program
5.Skipper/Crew Share Program issues

6.Remaining issues of CIFT program
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ATTACHMENT A3

TO ALTERNATIVE DESCRIPTIONS AND DISCUSSION PAPER
OCTOBER 2003

ALTERNATIVE 3

NORTH PACIFIC FISHERY M ANAGEMENT COUNCIL
GULF OF ALASKA GROUNDFISH RATIONALIZATION
ELEMENTS AND OPTIONS
June 16,2003
(ANNOTATED BY STAFF)

Annotations describing the application of elements and options to the alternatives are bolded and
italicized.

Staff proposed revisions are shown in bold and strikeout

Shading denotes differences between alternatives

3 Status Quo (No Action Alternative)
2 Harvest Sector Provisions

2.1 Management Areas:
Areas are Western Gulf, Central Gulf, and West Yakutat—separate areas
For Pollock: 610 (Western Gulf), 620 and 630 (Central Gulf), 640 (West Yakutat (WY))

Shortraker and rougheye (SR/RE) and thornyhead rockfishes will be divided between Southeast Outside
(SEO) and WY

The allocation of rockfish bycatch to the halibut IFQ fishery will be on a NMFS management area basis
Non-SR/RE and thornyhead rockfish trawl catch history in SEO during 95-98 will be used in the
calculation of WY AK allocation Topic 16

SEO is exempt except for SR/RE and thornyhead rockfishes as byeateh secondary species. Allocation
will be based on target-eateh—n landings of sablefish, halibut, Demersal Shelf Rockfish and P. cod
fishery Topic 29

Gear: Applies to all gear except jig gear—
Option 1. The jig fishery would receive an allocation based on its historic landings in the qualifying
years — the jig fishery would be conducted on an open access basis.
Option 2. Gear would be accounted for in a manner similar to sport halibut harvests in halibut IFQ

fishery.

Suboption: Cap jig harvest at % of current harvest by species and area:
1. 125%
2. 150%
3. 200%

(All of 2.1 applies to alternative 3)

2.2 Qualifying periods and landing criteria (same for all gears in all areas)
(The analysis will assess AFA vessels as a group)
Option 1. 95-01 drop 1
Option 2.  95-02 drop 1
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Option 3. 95-02 drop 2
Option 4.  98-02 drop 1
(All of 2.2 applies to alternative 3)

2.2.1  Qualifying landing criteria
Landings based on retained catch for all species (includes weekly processor report for
Catcher/Processor sector)
NOTE: Total pounds landed will be used as the denominator.

Catch history determined based on the poundage of retained catch year (does not include meal)
Suboption: catch history for P. cod fisheries determined based on a percentage of retained catch
per year (does not include meal)

(All of 2.2.1 applies to alternative 3)

2.2.4 Eligibility
LLP participation
Option 1.  Eligibility to receive catch history is any person that holds a valid, permanent, fully
transferable LLP license.
Suboption 1.  Any person who held a valid interim LLP license as of January 1, 2003.
Suboption 2.  Allow the award of retained incidental groundfish catch history arising from the
halibut and sablefish IFQ fishery.

Basis for the distribution to the LLP license holder is: the catch history of the vessel on which the LLP
license is based and shall be on a fishery-by-fishery basis. The underlying principle of this program is one
history per license. In cases where the fishing privileges (i.e., moratorium qualification or LLP license) of an
LLP qualifying vessel have been transferred, the distribution of harvest shares to the LLP shall be based on
the aggregate catch histories of (1) the vessel on which LLP license was based up to the date of transfer, and
(2) the vessel owned or controlled by the LLP license holder and identified by the license holder as having
been operated under the fishing privileges of the LLP qualifying vessel after the date of transfer. (Only one
catch history per LLP license.)

Option 2. Non-LLP (State water parallel fishery) participation
Suboption 1.  Any individual who has imprinted a fish ticket making non-federally permitted legal
landings during a State of Alaska fishery in a state waters parallel fisheries for
species under the rationalized fisheries.
Suboption 2. Vessel owner at time of non-federally permitted legal landing during a State of
Alaska fishery in a state waters parallel fisheries for species under the rationalized
fisheries.

(All of 2.2.2 applies to alternative 3)

The Council requests NMF'S RAM review LLP transfers and report on the frequency with which the transfers
also include provisions governing catch history.

2.2.3 State Waters - Parallel Fisheries and State Groundfish Management

Retention of the status quo is not possible in a rationalized fishery.

Option 2. Direct allocation of portion of TAC to fisheries inside 3 nm.
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No ‘parallel’ fishery designation, harvest of remaining federal TAC only occurs in federal
zone (3 — 200 nm); and

Council allocates % of the TAC, by species by FMP Amendment, to 0-3 nm state
water fisheries representing a range of harvests that occurred in state waters. This could
include harvest from the status quo parallel fishery and the state waters P. cod fisheries.
State waters fisheries would be managed by ADF&G through authority of, and restrictions
imposed by, the Board of Fisheries.

Area or species restrictions:
Suboption 1. Limited to Pollock, P. cod, flatfish, and/or pelagic shelf rockfish
(light and dark dusky rockfishes).
Suboption 2.  Limited to Western, Central GOA management areas and/or West
Yakutat.

Option 3. Parallel fishery on a fixed percentage ( %) allocation of the federal TAC, to be
prosecuted within state waters with additional State restrictions (e.g., vessel size, gear
restrictions, etc to be imposed by the BOF).

Fixed allocation for:

Suboption 1. P. cod

Suboption 2.  Pollock

Suboption 3.  All other GOA groundfish species
(Options 2 and 3 apply to alternative 3)

Council requests that staff provide an analysis of catch data showing harvest inside 3 nm by gear, species,
vessel size and area The Council recommends that this issue be reviewed by the Joint Protocol Committee at
its next meeting (tentatively identified as July 28/29 in Anchorage).

2.3 Farget Primary Species Rationalization Plan

Farget Primary Species by Gear
Topic 29

2.3.1 [Initial Allocation of catch history
Option 1.  Allocate catch history by sector and gear type
(Option 1 might apply to alternative 3 — Option 2 remains necessary for share allocations even if the
Council decides to include option 1 in alternative 3)
Option 2. Allocate catch history on an individual basis
a. Trawl CV and CP:
Pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,
Arrowtooth flounder, northern rockfish, Pacific ocean perch, Pelagic shelf rockfish
b. Longline CV and CP:
Pacific Cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if turbot is
targeted), northern rockfish, Arrowtooth flounder
c. Pot CV and CP:
Pacific Cod
(Option 2 applies to both alternative 3)
Topic 1

2.3.4 Harvest share (or QS/IFQ) Designations
4 Lessel Pesiena nrofleow—produaee e
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(2.3.2.1 does not apply to alternative 3)

2.3.2.2 Harvest share sector designations:

(This option does not apply and may be deleted)
Optien2-  Designate harvest shares (or QS/IFQ) as CV or CP. Annual CV harvest share
allocation (or IFQ) conveys a privilege to harvest a specified amount. Annual CP harvest share
allocation (or IFQ) conveys the privilege to harvest and process a specified amount. Designation
will be based on:

Actual amount of catch harvested and processed onboard a vessel by species.
(Option 2 applies to alternative 3)
Topic 2

2.3.2.3 Harvest share gear designations

Option+—No-gear-desiegnation

Optien2- Designate harvest shares as Longline, Pot, or Trawl

Option 3. Longline and pot gear harvest shares (or [FQ) may not be harvested using trawl gear.
Option 4.  Pot gear harvest shares (or [IFQ) may not be harvested using longline gear

Alternative 3 suggests three gear designations are intended
The alternative is not clear concerning use of shares of one gear type using another gear
Topic 3

2.3.2.4 If aclosed class of processor alternative is chosen, CV harvest shares will be issued in two
classes. Class A shares will be deliverable to a qualified processor or processor shareholder
(as applicable). Class B shares will be deliverable to any processor as authorized under this
program.
Option. Only the annual allocations will be subject to the Class A/Class B distinction. All
long term shares or history will be of a single class.
2.3.2.4 applies to all catcher vessel shares under this alternative

2.3.3 Transferability and Restrictions on Ownership of Harvest shares (or QS/IFQ)
2.3.3.1 Persons eligible to receive harvest shares by transfer must be (not mutually exclusive):
Option 1.  US citizens who have had at least 150 days of sea time
Option 2.  Entities that have a U. S. citizen with 20% or more ownership and
at least 150 days of sea time
Option 3.  Entities that have a US citizenship with 20% or more ownership
Option 4. Initial recipients of CV or C/P harvest share
Option 5.  US Citizens eligible to document a vessel.
Option 6. Communities would be eligible to receive harvest shares by transfer (this provision
would be applicable if certain provisions of 2.9 are adopted.)

Definition of sea time
Sea time in any of the U.S. commercial fisheries in a harvesting capacity. (moved from 2.3.3.5)
(All of 2.3.3.1 applies to alternative 3 — Council should consider reducing the options and possibly revising
Option 5 to provide for “any person eligible to document a vessel”)
Topic 5

2.3.3.2 Restrictions on transferability of CP harvest shares
Option 1.  CP harvest shares maintain their designation upon transfer.

9/23/03 4



Option 2.  CP harvest shares maintain their designation when transferred to persons who continue
to catch and process CP harvest shares at sea, if CP harvest shares are processed onshore
after transfer, CP harvest shares converts to CV harvest shares.

Option 3. CP harvest shares maintain their designation after transfer for 5 years following
implementation, after which time any transfer of CP shares convert to CV shares.

(All of 2.3.3.2 applies to alternative 3 — the Council should consider selecting a preferred option)
Topic 6

2.3.3.3 Redesignate CP shares as CV shares upon transfer to a person who is not an initial issuee of CP
shares:
Option 1.  all CP shares
Option 2.  trawl CP shares
Option 3.  longline CP shares

(All of 2.3.3.3 applies to alternative 3 — the Council should consider selecting a preferred option)

If the Council selects an option that results in the redesignation of C/P shares as CV shares, the Council
will need to provide for the designation of the resulting CV shares (i.e., any regionalization, processor
linkages, etc.)

Topic 6

2.3.3.4 Vertical integration
Harvest shares initial recipients with more than 10% limited threshold ownership by any processor
are capped at:
Option 1. initial allocation of harvest CV and CP shares.
Option 2. 115-150% of initial allocation of harvest CV shares.
Option 3. 115-150% of initial allocation of harvest CP shares.
(All of 2.3.3.4 applies to alternative 3)

4 i the 1L S i1 ficheries inal . "
Move to 2.3.3.2

2.3.3.6 Leasing of QS (“leasing of QS” is defined as the transfer of annual IFQ permit to a person who is not
the holder of the underlying QS for use on any vessel and use of [FQ by an individual designated by
the QS holder on a vessel which the QS holder owns less that 20% -- same as “hired skipper”
requirement in halibut/sablefish program).
Option 1. No leasing of CV QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the IFQ).
Option 2. No leasing of CP QS (QS holder must be on board or own at least 20% of the vessel upon
which a designated skipper fishes the IFQ).
Option 3.  Allow leasing of CV QS, but only to individuals eligible to receive QS/IFQ by transfer.
Option 4.  Allow leasing of CP QS, but only to individuals eligible to receive QS/IFQ by transfer.
Option 5. Sunset [CP — CV] QS leasing provisions [3 — 5 — 10] years after program
implementation.
It is not clear if any of 2.3.3.6 would apply since alternative 3 is a mandatory cooperative program — the
Council should clarify whether this provision would apply
This provision could be applied to halibut and sablefish IFQ holders that receive an allocation
Topic 21

2.3.3.7 Separate and distinct harvest share use caps
Individual caps apply to all harvesting categories by species with the following provisions:

1. Apply individually and collectively to all harvest share holders in each sector and fishery.
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2. Percentage-caps by species are as follows (a different percentage cap may be chosen for each
fishery):
i Trawl CV and/or CP (can be different caps):

Use cap based at the following percentile of catch history for the following species:

(i.e., 75" percentile represents the amount of harvest shares that is greater than the amount of

harvest shares for which 75% of the fleet will qualify.)
pollock, Pacific cod, deepwater flatfish, rex sole, shallow water flatfish, flathead sole,

Arrowtooth flounder, northern rockfish, Pacific ocean perch, pelagic shelf rockfish

Suboption 1. 75 %

Suboption 2.  85%

Suboption 3. 95 %

il. Longline and Pot CV and/or CP (can be different caps)

based on the following percentiles of catch history for the following species:

Pacific cod, pelagic shelf rockfish, Pacific ocean perch, deep water flatfish (if Greenland
turbot is targeted), northern rockfish

Suboption 1. 75 %

Suboption 2. 85%

Suboption 3. 95 %

3. Conversion of CP shares:

i CP shares converted to CV shares
Option 1. will count toward CV caps
Option 2. will not count toward CV caps at the time of conversion.

i. Caps will be applied to prohibit acquisition of shares in excess of the cap. Conversion of CP
shares to CV shares alone will not require a CP sharcholder to divest CP shares for
exceeding the CP share cap.

Vessel use caps on harvest shares harvested on any given vessel shall be set at two times the individual
use cap for each species. Initial issuees that exceed the individual or vessel use caps are grandfathered
at their current level as of a control date of April 3, 2003; including transfers by contract entered into
as of that date.

All of 2.3.3.7 would apply to alternative 3
Proposed changes are to clarify the provision
Topic 17

2.3.3.8 Owner On Board Provisions
Provisions may vary depending on the sector or fishery under consideration (this provision may be applied
differently pending data analysis)

i All initial issues (individuals and corporations) would be grandfathered as not being required to be
aboard the vessel to fish shares initially issued as “owner on board” shares. This exemption applies only
to those initially issued harvest share units.

Suboption 1.  No owner on board restrictions.

Suboption 2. A portion (range of 5-100%) of the quota shares initially issued to fishers/ harvesters
would be designated as “owner on board.”

Suboption 3. All initial issuees (individual and corporate) would be grandfathered as not being
required to be aboard the vessel to fish shares initially issued as "owner on board"
shares for a period of 5 years after implementation.

Suboption 4.  Shares transferred to initial issuees in the first 5 years of the program would be
considered the same as shares initially issued (range of 5 —100% of the quota
shares). See above NOTE

Suboption 5.  “Owner on board” shares transferred by initial issuees, after the grace period, would
require the recipient to be aboard the vessel to harvest the IFQ.
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Suboption 6.  In cases of hardship (injury, medical incapacity, loss of vessel, etc.) a holder of
"owner on board" quota shares may, upon documentation and approval,
transfer/lease his or her shares a maximum period of (Range 1-3 years).

il. Vessel categories for owner on board requirements
Option 1. No Categories

Option 2.

Vessels < 60’

Vessel Categories as follows

Vessels >= 60’ and < 125’

Vessels >= 125’

(The Council should clarify which vessel categories and sectors this provision would apply to)
Note — This is only provision that would create vessel length classes — how are these vessel classes
intended to be applied — can shares of one vessel length class be used on a vessel that is not in the length

Overages up to 15% or 20% of the last trip will be allowed— greater
than a 15% or 20% overage result in forfeiture and civil penalties. An
overage of 15% or 20% or less, results in the reduction of the
subsequent year’s annual allocation or IFQ. Underages up to 10% of
last trip harvest shares (or IFQ) will be allowed with an increase in the
subsequent year’s annual allocation (or IFQ).

Overage provisions would not be applicable in fisheries where there is
an incentive fishery that has not been fully utilized for the year. (i.e., no
overages would be charged if a harvest share (or IFQ) holder goes over
his/her annual allocation (or IFQ) when incentive fisheries are still
available).

Overages up to 10% of the last trip will be allowed with rollover provisions for
underages— greater than a 10% overage results in forfeiture and civil penalties. An
overage of less than 10% results in the reduction of the subsequent year’s annual
allocation or IFQ. This provision is similar to that currently in place for the Halibut and
Sablefish IFQ Program (CFR 679.40(d)).

Suboption. Overages would not be applicable in fisheries where there is an incentive
fishery that has not been fully utilized for the year. (i.e., no overages would
be allowed if a harvest share (or IFQ) holder goes over his/her annual
allocation (or IFQ) when incentive fisheries are still available).

class
(all of 2.3.3.8 could be applied to alternative 3)
Topic 20
2.3.3.9 Overage Provisions
1. Trawl CV and CP:
Suboption 1.
Suboption 2.
ii. Longline and pot CV and CP:
(all of 2.3.3.9 could be applied to alternative 3)
2.3.3.10

23311
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Retention requirements for rockfish, sablefish and Atka mackerel:

Option 1. no retention requirements.

Option 2.  require retention (all species) until the annual allocation (or IFQ) for that species is
taken with discards allowed for overages

Option 3. require 100% retention (all species) until the annual allocation (or IFQ) for that
species is taken and then stop fishing.

(all of 2.3.3.10 could be applied to alternative 3)

Limited processing for CVs
Option 1.  No limited processing



Option 2.  Limited processing of rockfish species by owners of CV harvest shares is allowed up
to 1 mt of round weight equivalent of rockfish per day on a vessel less than or equal
to 60ft LOA.

(all of 2.3.3.11 could be applied to alternative 3)
The Council will need to clarify whether harvests processed on board would be
1) exempt from the processor linkage requirements
2) would be from B shares — that can be delivered to any processor

2.3.3.12  Processing Restrictions
Option 1. CPs may buy CV fish
Suboption. 3 year sunset
Option 2.  CPs would be prohibited from buying CV fish
Option 3.  CPs are not permitted to buy fully utilized species (cod, pollock, rockfish, sablefish,
and allocated portion of flatfish) from CVs.
Suboption. Exempt bycatch amounts of these species delivered with flatfish.
The Council should clarify how these provisions would apply to catcher/processors that are
qualified closed class processors — whether the provisions apply to both A and B shares
(all of 2.3.3.12 could be applied to alternative 3)
Topic 22

2.4 Allocation of Byeateh Secondary Species
Thornyhead, rougheye, shortraker, other slope rockfish, Atka mackerel, and trawl sablefish
Includes SEO shortraker, rougheye, and thornyhead rockfish.

i Allocation of shares
Option 1.  Allocate shares to all fishermen (including sablefish & halibut QS fishermen) based
on fleet byeateh secondary species catch rates by gear:

Suboption 1. based on average catch history by area and target fishery

Suboption 2. based on 75" percentile by area by target fishery

Option 2.  Allocation of shares will be adjusted pro rata to allocate 100% of the annual TAC
for each byeateh secondary species.

Suboption 1. Other slope rockfish in the Western Gulf will not be allocated, but will
be managed by MRB and will go to PSC status when the TAC is
reached.

Suboption 2. Pro-rata byeateh reduction of secondary species allowances in open

access fisheries reduced from histerieal-byeatehrates-at allocation of
participants by :

v. 5%
vi. 10%

. 15%

rather-thanthe EEP holders:
(the purpose of Option 3 should be clarified — Option 1 includes halibut and sablefish IFQ holders
in the allocation — is Option 3 intended to provide IFQ holders with some additional allocation — if

not it can be deleted
Topic 25

i.. Include these species for one gear type only (e.g., trawl). Deduct the byeateh secondary catch
from gear types from TAC. If deduction is not adequate to cover byeatek incidental catch in
other gear types, on a seasonal basis, place that species on PSC status until overfishing is
reached.

iii. Retain these species on bycatch status for all gear types with current MRAs.
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iv. Allow trawl sablefish catch history to be issued as a new category of sablefish harvest shares
(“T” shares) by area. “T”” shares would be fully leasable, exempt from vessel size and block
restrictions, and retain sector designation upon sale.

Suboption. These shares may be used with either fixed gear or trawl gear.

v. Permit transfer of byeateh-QS secondary shares

Option 1.  Groundfish primary harvest shares and byeateh secondary shares are non-separable
and must be transferred as a unit.

Option 2.  Groundfish primary harvest shares and byeateh secondary shares are separable and
may be transferred separately

(All options can be applied to alternative 3)

2.5 PSC Species

2.5.1  Accounting of Halibut Bycatch
Pot vessels continue their exemption from halibut PSC caps.

Option 1 appears to propose continuing the current management of PSC. If that is intended, it should be
stated directly — “halibut shall continue to be managed under the current rules governing halibut PSC.”
Options 2 and 3 are redundant with provisions elsewhere in this document and should be deleted.

If what is intended by 2 and 3 is that shares be allocated for halibut PSC, that should be stated explicitly —
“halibut PSC will be managed through harvest share allocations”

To the extent that the options differ across gear types, the Council should consider separating the options
by gear type. In addition, the Council could consider separating sablefish 1FQ options, if any are
intended.

Topic 18

2.5.2 Halibut PSC Allocation
Each recipient of fishing history would receive an allocation of halibut mortality (harvest shares)
based on their allocation of the directed fishery harvest shares. Byeateh-enty Secondary species
would receive no halibut allocation.
Initial allocation based on average halibut bycatch by directed target primary species during the
qualifying years. Allocations will be adjusted pro rata to equal the existing PSC cap.
By sector average bycatch rates by area by gear:
Option 1.  Both sectors
Option 2.  Catcher Processor/Catcher Vessel

(2.5.3 applies to alternative 3 if halibut PSC is to be managed by share allocations)

2.53 Annual transfer/Leasing of Trawl or Fixed Gear Halibut PSC mortality
Halibut PSC harvest shares are separable from target primary groundfish harvest shares and may be
transferred independently within sectors. When transferred separately, the amount of Halibut PSC
allocation would be reduced, for that year, by:
Option 1. 0%
Option 2. 5%
Option 3. 7%
Option 4.  10%
Option 5. Exclude any halibut PSC transferred for participation in the incentive fisheries
(2.5.3 applies to alternative 3 if halibut PSC is to be managed by share allocations

9/23/03 9



The Council should clarify whether primary/PSC allocations can be separated within a cooperative and
whether the share separation is penalized — typically cooperative use is aggregated across all vessels that
harvest shares on behalf of the cooperative (suggesting no penalty would apply)

The Council should also clarify whether Option 5 is intended to apply to transfers of PSC shares inside or
outside of a cooperative)

Topic 26

2.54  Permanent transfer of Halibut PSC harvest share mortality
Option 1.  Groundfish harvest shares and Halibut PSC harvest shares are non-separable and must
be transferred as a unit
Suboption. exempt Pacific cod
Option 2.  Groundfish harvest shares and Halibut PSC harvest shares are separable and may be
transferred separately
(2.5.4 applies to alternative 3 if halibut PSC is to be managed by share allocations
The suboption exempting cod is assumed to exempt only transfers of PSC between cod share holders)

2.5.5 Retention of halibut bycatch by longline vessels
Halibut bycatch may be retained outside the halibut season from Jan 30 to start of commercial
fishery, and from end of commercial fishery through December 15.
Option 1.  retention is limited to (range 10-20%) of target primary species clarify whether target
or primary is intended here

(Option 2 should be clarified — Does the Council intend “Any person retaining halibut must have
adequate halibut IFQ. Halibut may not be retained with halibut PSC shares.” This likely should not be an
option but a requirement.)

(2.5.5 could be applied to alternative 3)

Topic 18

2.6 Incentive species
Arrowtooth flounder, deepwater flatfish, flathead sole, rex sole, shallow water flatfish.

Owners of shares must utilize all their shares for an incentive species_before participating in incentive fishery
for that species.
Option. The portion of historic unharvested West Yakutat TAC will be made available as an
incentive fishery, subject to provision of incentive fisheries

2.6.1 Eligibility to fish in the incentive fisheries

A. The unallocated QS portion of the TAC of for-the-incentive fisheries species are available for
harvest, providing the wessel share holder has adequate PSC and bycatch species and the wessel
share holder is a member of a GOA fishing cooperative.

Option B. Open access participants will be permitted to harvest incentive species as long as the
open access fishery remains open and NMFS determines that the bycatch and PSC allocations
remaining in the open access fishery are adequate to support prosecution of incentive species.

Option C. Any holder of halibut or sablefish IFQ that has adequate PSC and bycatch species.

(2.6.1 is applicable to alternative 3
The application of A and B is unclear — are they options? — B is unclear and might be better revised, if it is
necessary at all.
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In addition, the Council should consider whether

3) open access participants or

4) halibut and sablefish IFQ holders
should be permitted to participate in incentive fisheries.
Topic 23

2.6.2  Catch accounting for the incentive fisheries — Allocated QS and Incentive fishery quota

Option 1.  The individual coop member’s apportionment of the allocated incentive species QS must
be used prior to the individual gaining access to the incentive fishery unallocated
portion. The coop will notify NMFS when a vessel enters the incentive fishery quota
pool.

Option 2. The coop’s allocation of incentive species QS must be fished before gaining access to
the unallocated portion of the incentive species quotas. The coop members through a
contractual coop agreement will address catch accounting amongst the coop members.

Option 3. For halibut and sablefish IFQ holders not participating in a seeter-coop, the
unallocated incentive species are available for harvest once the ron-eeop-seetors
aleeation-of-the-incentive-speeteshas-beenused-or individual IFQ holder’s allocation of
the incentive species has been used.

Option 4. For open access participants, the harvest of incentive species quota allocated to
open access participants must be fished prior to gaining access to the unallocated
portion of the incentive species quota.

(2.6.2 applies to alternative 2

Option 3 could accommodate halibut and sablefish IFQ participants that hold bycatch shares — the
suggested revision addresses those participants

No option provides for access to open access participants)

No option provides for access to open access participants — the added option 4 could be used to
accommodate open access participants)

Topic 24

2.7 Preserving entry level opportunities for P. cod

2.7.5 Each initial allocation of P. cod harvest shares forH&L—-andpetlowestproducer—to fixed gear
catcher vessels below the block threshold size would remain—tied™te-be a block of quota and
could only be permanently sold or transferred as a block.
Option 1. allocations of 10,000 pounds or less constitute one block
Option 2. allocations of 20,000 pounds or less constitute one block

2.7.1 can apply to alternative 3

(proposed revisions are intended to clarify the intention of the provision

Staff assumes that an “initial allocation” is the allocation to a single person (individual or legal entity))
Topic 27

2.7.6  Eligible participants would be allowed to hold a maximum of:
Option 1, 1 block
Option 2. 2 blocks
Option 3. 4 blocks

2.7.2 can apply to alternative 3
(Council should clarify whether holders of unblocked shares may also hold blocks
No option exists for the allocation of cod to halibut and sablefish IFQ participants — unless an option for
allocations is made, the suboption should be deleted)
Topic 27

2.8  Skipper/Crew
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A skipper is defined as the individual owning the Commercial Fishery Entry Permit and signing the fish
ticket.
Option 1. No skipper and/or crew provisions
Option 2. Allocate to skippers and/or crew
Suboption 1. Initial allocation of 5% shall be reserved for captains and/or crew
Suboption 2. Initial allocation of 10% shall be reserved for captains and/or crew
Suboption 3. Initial allocation of 15% shall be reserved for captains and/or crew
Option 3.  Establish license program for certified skippers. For initial allocation Certified Skippers
are either:
v.Vessel owners receiving initial QS or harvest privileges; or
vi. Hired skippers who have demonstrated fishing experience in Federal or State groundfish
fisheries in the BSAI or GOA for 3 out of the past 5 years as documented by a CFEC
permit and signed fish tickets and/or appropriate NMFS documentation (starting date
for five years is 2003).
Suboption 1. include crew in the license program.
Suboption 2. require that new Certified Skippers licenses accrue to individuals with
demonstrated fishing experience (Groundfish — BSAI/GOA, state or
federal waters) similar to halibut/sablefish program.

Under any alternative that establishes QS and annual harvest privileges, access to those annual harvest
privileges is allowed only when fishing with a Certified Skipper onboard. Certified Skipper Licenses are
non-transferable. They accrue to an individual and may not be sold, leased, bartered, traded, or otherwise
used by any other individual.

Defer remaining issues to a trailing amendment and assumes simultaneous implementation with
rationalization program.

(2.8 can be applied to alternative 3
Council should clarify whether this skipper program would apply to the allocation of bycatch to skippers
of halibut and sablefish vessels)

2.9 Communities
(any options in 2.9 can be applied to alternative 3)

Note: Bering Sea/Aleutian Islands communities (CDQ or otherwise) and communities adjacent to the
Eastern GOA regulatory area Southeast Outside District (except Yakutat) will not be included in any
Gulf rationalization community protection programs.

2.9.3 Regionalization
Regionalization options may be selected under any of the proposed alternatives for Gulf rationalization.
If adopted, all processing licenses (for shorebased and floating processors) will be categorized by region.

*Processing licenses that are regionally designated cannot be reassigned to another region.

*Catcher vessel harvest shares are regionalized based on where the catch was processed, not where it was
caught.

*Catcher processor shares and incentive fisheries are not subject to regionalization.

*Qualifying years to determine the distribution of shares between regions will be consistent with the
preferred alternative under “Section 2.2 Qualifying Periods”.

(the system of processor linkages could complicate the designation of harvest shares,

3) unless linkages are regionalized — i.e., one linkage per region in which a harvester has shares or
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4) all harvest shares are designated for the region in which the harvester’s linked processor is
located )
Under alternative 3 all catcher vessel shares would be subject to processor linkages
Topic 8

Central Gulf: Two regions are proposed to classify harvesting shares: North - South line at 58° 51.10'
North Latitude (Cape Douglas corner for Cook Inlet bottom trawl ban area) extending west to east to the
intersection with 140° W long, and then southerly along 140° W long.).

The following fisheries will be regionalized for shorebased (including floating) catch and subject to the
North - South distribution: Pollock in Area 630; CGOA flatfish (excludes arrowtooth flounder); CGOA
Pacific ocean perch; CGOA northern rockfish and pelagic shelf rockfish (combined); CGOA Pacific cod

(inshore); GOA sablefish (trawl); WY pollock

2.9.2 Community Fisheries Quota (CFQ)

2.9.2.1 Administrative Entity

Option 1. Gulf wide administrative entity

Option 2.  Regional administrative entities (Western Gulf, Central Gulf, Eastern Gulf)

Option 3.  Multi-community administrative entities

Option 4. The administrative entity representing a community or communities must be a non-profit

entity qualified by NMFS.

2.9.2.2 Eligible Communities
Option 1. Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
f. Less than 7,500

Option 2.  Geography

oo

Coastal Communities without road connections to larger community highway network
Coastal communities adjacent to salt water

Communities within 10 nautical miles of the Gulf Coast

Communities on the south side of the Alaska Peninsula that are adjacent to Central and
Western GOA management areas (including Yakutat) within 5 nautical miles from the
water, but not to include Bering Sea communities included under the Western Alaska
CDQ program.

Option 3.  Historic Participation in Groundfish Fisheries

a. Communities with residents having commercial permit and fishing activity as
documented by CFEC in the last ten years (1993 - 2002)
b. Communities determined by the State of Alaska to have met the customary and

traditional use threshold for halibut

Option 4. Government Structure

a. Communities recognized by the State of Alaska as a first class, second class, or home
rule municipality
b. All other eligible communities
2.9.2.3 Species
Option 1. All rationalized groundfish species
Option 2.  Limited to species that can be caught without (hard on) bottom trawling
2.9.2.4 Allocation
Option 1. 5% of annual TAC
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29.25

2926

29.2.7

29.2.8

295

293.1

2932

Option 2. 10% of annual TAC
Option 3. 15% of annual TAC

Harvesting of Shares

Option 1.  Limited to residents of eligible communities that own their vessels
Option 2.  Limited to residents of eligible communities

Option 3. No limitations on who harvests shares

Option 4.  No offshore leases to CPs.

Use of Revenue

Option 1. Community development projects that tie directly to fisheries or fishery related projects
and education.

Option 2. Community development projects that tie directly to fisheries and fisheries related
projects, education and government functions.

Option 3.  Education, social and capital projects within eligible communities as well as
governmental functions.

Qualification of Administrative Entity

The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

Administrative Oversight

A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

Community Purchase Program

Administrative Entity

Option. The administrative entity representing a community or communities must be a non-profit

entity qualified by NMFS.

Eligible communities

Option 1.  Population (based on 2000 Census):

a. Less than 1,500
b. Less than 2,500
c. Less than 5,000
d. Less than 7,500

Option 2.  Geography

9/23/03

a. Coastal Communities without road connections to larger community highway network

b. Coastal communities adjacent to salt water

c. Communities within 10 nautical miles of the Gulf Coast

f.  Communities on the south side of the Alaska Peninsula that are adjacent to Central and Western
GOA management areas (including Yakutat) within 5 nautical miles from the water, but not to
include Bering Sea communities included under the Western Alaska CDQ program.
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Option 3. Historic Participation in Groundfish Fisheries
a. Communities with residents having commercial permit and fishing activity as documented by
CFEC in the last ten years (1993 - 2002)

b. Communities determined by the State of Alaska to have met the customary and traditional use

threshold for halibut
Option 4. Government Structure

a. Communities recognized by the State of Alaska as a first class, second class, or home rule
municipality

b. All other eligible communities

2.9.3.3 Qualification of Administrative Entity
The administrative entity must submit a detailed statement of eligibility to NMFS and the State prior
to being qualified. The State may comment on the statement of eligibility but does not have a formal
role. The required elements of the eligibility statement will be in regulation.

2.9.3.4 Administrative Oversight

A report submitted to NMFS detailing the use of QS by the administrative entity. The required
elements and timing of the report will be outlined in regulation.

2.9.4 Community Incentive Fisheries Trust (CIFT)

The CIFT has full ownership of CIFT harvest shares and holds these shares in trust for the communities,
processors and crewmembers in the region to use as leverage to mitigate impact directly associated with
implementation of a rationalization program.

2.9.4.1 Harvest Share Distribution
10-30 % of harvest shares shall be originally reserved for GOA CIFT associations. These harvest
shares will be a pool off the top before individual distribution of harvest shares.

2.9.4.2 CIFT Designation
Option 1.  One CV CIFT for entire GOA (exclude SEO)
Option 2.  Regional CV CIFTs:
Suboption 1. Central GOA (Kodiak, Chignik)
Suboption 2. Western GOA
Suboption 3. North Gulf Coast (Homer to Yakutat)
Option 3.  CP-based CIFT

Defer remaining issues to a trailing amendment
2.10  PSC for Crab and Salmon

The Council requests that staff prepare a discussion paper showing historical data for the bycatch of salmon
and crab by species, area, and year for areas subject to the GOA rationalization program. The Council
intends to review these data and develop bycatch measures for salmon and crab which will be implemented
as part of this rationalization program. The Council intends to develop options for analysis that could be
incorporated no later than the October 2003 meeting.

(2.10 could be applied to alternative 3)
2.11  Review and Evaluation

2.11.1 Data collection.
A mandatory data collection program would be developed and implemented. The program would collect
cost, revenue, ownership and employment data on a periodic basis to provide the information necessary to
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study the impacts of the program. Details of this program will be developed in the analysis of the
alternatives.

2.11.2 Review and Sunset
Option 1.  The program would sunset unless the Council decides to continue or amend the program.
The decision of whether to continue or amend would be based on a written review and
evaluation of the program’s performance compared to its objectives.
Suboption 1. 5 years after fishing under the program
Suboption 2. 7 years after fishing under the program
Suboption 3. 10 year schedule after fishing under the program
Suboption 4.  No sunset provision.
Option 2.  Formal program review at the first Council Meeting in the 5th year after implementation to
objectively measure the success of the program, including benefits and impacts to harvesters
(including vessel owners, skippers and crew), processors and communities, by addressing
concerns, goals and objectives identified in the problem statement and the Magnuson
Stevens Act standards. This review shall include analysis of post-rationalization impacts to
coastal communities, harvesters and processors in terms of economic impacts and options for
mitigating those impacts. Subsequent reviews are required every 5 years.
(2.11 could be applied to alternative 3)

2.12  Sideboards

GOA Groundfish sideboards under the crab rationalization plan and under the AFA would be superceded by
the GOA rationalization program allocations upon implementation.

Participants in the GOA rationalized fisheries are limited to their historical participation based on GOA
rationalized qualifying years in BSAI and SEO groundfish fisheries.

Vessels (Steel) and LLPs used to generate harvest shares used in a co-op may not participate in other
federally managed open access fisheries in excess of sideboard allotments.

Participants in the GOA rationalized fisheries are limited to their aggregate historical participation based on
GOA rationalized qualifying years in BSAI and SEO groundfish fisheries.

The Council noted its intent to further develop sideboard measures for analysis.

(2.12 could be applied to alternative 3)

The Council should clarify whether any difference is intended between the 2" and 4" sentences and delete
one if not. Deletion of the 2" sentence is more appropriate as sideboards are typically aggregate.

In addition, the Council should consider whether the sideboards for SEO groundfish are necessary, if the
allocations of bycatch proposed by section 2.1 are made.

Topic 19

3 Processing Sector Provisions

3.3 Provisions for a Closed Class of Processors

3.1.1 Harvester Delivery requirements

3.1.1.1 Closed class delivery requirements

3.3.1.1 Optient- 50-100% of CV harvest share allocation will be reserved for delivery to:
i. the linked qualified closed trawl or fixed class processor.

The remaining (50 -0%) CV harvest share allocation can be delivered to:
v. any processor excluding CPs
vi. any processor including CPs
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C/P longline
C/P pot

1v. All CV in the same area (WGOA and CGOA & WY combined)
CV trawl

CV longline

CV pot
Each group of share/history holders of a defined class that may form cooperatives is defined as a “sector.”
(Either iii or iv could apply for catcher vessels — iii would apply to catcher/processors (the area concept of
iv could be adapted to apply to catcher processors)
Topic 4

4.2.1.1 Coop/processor affiliations
et .

N A on

Optien2-  CV cooperatives must be associated with
a) a processing facility
b) a processing company
(The Council could decide whether linkages are on a facility or company basis — should be consistent with
3.1.2.2) Also in making the decision, the Council should consider whether linkages are regionalized (see
2.9.1)
Topic 7
The associated processor must be:

a)—a-lieensed-proeesser

j) aclosed class processor to which the share holder’s shares are linked

DA N hara halda At aVa¥atalala' harao eqelectad a1

Suboption 1. Processors can associate with more than one co-op

Suboption 2.  Processors are limited to 1 co-op per plant for each sector.
Council could decide whether multiple cooperatives are permitted. This should be coordinated with the
cooperative formation rules of 4.2.2.2

Processor affiliated vessels may join coops. (reveafron-header)

This should not be an option since this is a mandatory cooperative program — otherwise the Council might
consider simply excluding processor affiliates from the allocation or specifying the redistribution of the
allocation that would be made to these vessels (to other vessels or to some open access fishery)

Topic 11

Note: A processor association will not be required for a C/P cooperative.
4.2.2 Cooperatives are required to have at least:
Option 1. 4 distinct and separate harvesters (using the 10% threshold rule)
Option 2.  50-100 percent of the harvest shares (or catch history) of its sector (may choose different
percentages for different sectors)
Option 3. 50-100% of shareholder entities belonging to its sector. Council may choose different
percentages for different sector.
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The options in 4.6.1 could be applied to all share holders
The Council should consider whether open access fisheries are subject to regional/processor landing
requirements

TRAILING AMENDMENTS

The Council intent is for these trailing amendments to be implemented simultaneously with the main
rationalization program.

7.Fee and Loan Program
8.Skipper/Crew Share Program issues

9.Remaining issues of CIFT program
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